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Hong Kong—Europe in 2 
days ... KLM offers you 
nine flights weekly from 


Bangkok to Europe, with 


Constellation and Super 


Constellation. 


around Europe 


To pleasure places and historic cities, KLM will fly you 
around Europe in comfort that makes your journey 
itself a holiday. Comfort is the special pride of KLM— 
the result of comprehensive planning and a warm sense 
of service from the crews. Nine out of ten passengers 
first flYy KLM on recommendation from their friends. 
Of all airlines, KLM has the highest proportion of repeat 
bookings. 


Information and reservations 
from all Air Travel Agents 
or PHILIPPINE AIR LINES 
Gen. Agents for KLM 
Peninsula Hotel, 
Kowloon. 
Tel. 58330 
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for 1953 (Part VI) 


HONGKONG’S INDUSTRIALISATION ENTREPOT TRADE 


The emergence of a communist state in China 
has only speeded up an inevitable development in 
the pattern of international trade of the economical- 
ly backward countries in East Asia. The role of 
Hongkong as commercial gateway to South China 
and the principal Far Eastern entrepot was bound 
to decline somewhat in importance as the nations 
in this part of the world adopted more advanced 
systems of trading, channelling an increasing 
amount of commerce through their governments 
and concluding trade agreements with most 
industrial countries. During the postwar years 


which turned out so extraordinarily remunerative - 


the long-range outlook for business here was 
obscured. Moreover the disruptions and distur- 
bances in China until the overthrow of the 
Nationalist regime presented the Colony with 
unusual commercial opportunities and huge 
amounts of investment and ‘hot’ money flowed into 
Hongkong. Economic analysts in Government and 
private enterprise had however correctly assessed 
the prospects of this Colony at the time when 
the outcome of the civil war in China was still in 
the balance. The community was urged by civic 
leaders and also by editorials in this Review* since 
1946 to turn more attention to the matter of indus- 
trialisation of Hongkong and many financiers and 
manufacturers started soon after the end of the 
last war to establish a growing number of factories. 


The recent tempo of industrial expansion here 
is evidence of the change of times and of the 
general feeling that the prosperity of Hongkong 
will have to be based more on our manufacturing 
industry than on entrepot business. The future 


amount of Hongkong’s trade with China cannot be 
expected to be very substantial though for many 
years and until the state-trading system of China 
has been perfected, in line with the socialisation of 
production, business with China should still amount 
to a large percentage of the Colony’s total trade. 
The trade with other Far Eastern countries is also 
expected to be on a diminishing rather than on an 
increasing trend. It appears likely that the present 
mainly Chinese population of about 2” million 
cannot enjoy a continuing high level of prosperity 
as trade declines and our light industry, with all 
good will and encouragement, is only slowly push- 
ing exports of its products in a growingly com- 
petitive world where every nation is trying to 
industrialise. The problem of maintaining the 
present employment level among the Chinese, not 
to mention the absorption of their young generation 
into the economy, is a difficult one; commercial 


HONGKONG TRADE SUPPLEMENT 


With this issue of the Far Eastern Economic Review 
a Hongkong Trade Supplement is being published con- 
taining the local trade report and statistics for the 
month of May and for the first five months of 1954, 
as well as Hongkong’s trading partners for the year 
1953. The Hongkong Trade Supplement comprises six- 
teen pages. | 


a Economic Development in China, 
PB DBD DBP DAP 


2 
jobs will get fewer while those employed in industry 
are only slowly advancing. | 

Among many small and medium Chinese 
business men and merchants there is now a feeling 
of despondency as they realise that only a limited 
number of them can hope to survive in a narrowing 
market and that it will be necessary to adjust 
themselves to a new situation. Some of the more 
energetic and astute erstwhile Chinese traders have 
already switched over to manufacturing, to land 
development, to establishment of local businesses 
(retail, entertainment) or they have engaged in 
agricultural and animal husbandry development. 
Others have left the Colony, some for their native 
places in China but the majority for countries 
overseas. To make up partly for the drop In foreign 
trade, the development of our tourist industry 
has well progressed and it will prove of importance 
in the future; in the recent past, thanks to the 
very great influx of US servicemen and civilian 
employees of the US Forces in the Pacific, the 
community enjoyed a real bonanza from the spend- 
ing of our visitors and hundreds of retail shops 
and Chinese business men could make large profits. 
The contribution made by the British Forces, 
stationed in Hongkong, to the economic well-being 
of the people here is extraordinary and as long 
as the Royal Army, Navy and Air Force maintain 
their reinforced establishment here and continue 
with their extensive construction and improvement 
works the community will reap great benefits. 
Emphasis is shifting among the Chinese gradually 
from trade to other activities, apart from manufac- 
turing; the land receives ever more attention and 
so does the sea around us. 

There is however no cause for pessimism. 
European business men here are on the whole 
confident that imports and exports can be main- 
tained at current levels and that a revival of “the 
China trade is possible for the old-established 
- houses and in certain specialised lines. There are 
many concrete factors for an optimistic appraisal 


of the outlook of Hongkong. Relations with China, 


sooner or later, will improve when particularly our 
shipping services, dockyards, aircraft maintenance 
and financial resources should be appreciated and 
utilised by our neighbouring country. Even during 


the present period of restricted trading when the. 


UN embargo remains in force and Peking prefers 
to proceed with barter and bilateral trade arrange- 
ments, Hongkong does provide for many com- 
mercial transactions within the existing and strictly 
enforced restrictions the necessary finance and is 
considered of particular value by China traders 
in Europe who insist on transacting their business 
through Hongkong. 

In an interview with the Review, Mr. Michael 
W. Turner, Chief Manager of the Hongkong and 
Shanghai Banking Corporation, pointed out that 
“Hongkong would inevitably play a most prominent 
and useful function in trade with China when the 
embargo is lifted and other restrictions are 
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removed and trade will again flow freely without 
any political obstacles. East and West trade direct 
between Peking and Moscow and London is nothing 
more in fact than a method of barter between 
principals. Such a method of trade can never 
serve to dispense with the entrepot functions 
performed by Hongkong.” Mr. Turner further 
explained that “in Hongkong there are agencies 
of all the principal traders of the world where 
goods can be selected with the advice of experts, 
goods in bulk are broken up for retail to various 
parts of the East and exports from the East can 
be channelled to other parts of the world. Moreover 
the commercial services in the way of banking, 
insurance, storage and other ancillary aids to trade 
have been specialised in for over a century in the 
Colony of Hongkong. Hongkong currency is also 
generally regarded by all the peoples of South East 
Asia as the most stable and most useful currency 
fcr commerce.” | 


The future of Hongkong’s prosperity, in the 
opinion of leading Chinese financiers, will largely 
depend on the expansion of our manufacturing 
industries and of the continuing sales of their 
products in Far Eastern and Commonwealth 
markets. Entrepot trade, for a long time to come, 
will however still produce a considerable source of 
income for the community. As trade figures may 
further decline though not significantly, the high 
level of prosperity which the Chinese business class 
have enjoyed in the past could not well be expected 
to be maintained and a rather lean period may 
have to be faced by them. However when compared 
with other cities in the Far East the local standard 
of living will still be much higher. The Colony 
remains safe and sound even in times of business 
recession and during the period of change brought 
about by the decline in entrepot trading mainly 
with China. Large amounts of venture capital are 
available here and there has been a considerable 
influx of new capital from overseas principally 
from Chinese sources. Investment in all forms 
continues on a large scale. Most conspicuous is 
the rapid development of new sites all over the 
Colony, the extensive redevelopment in several 
districts of the Island and Kowloon, and the open- 
ing of ever more stores, shops, entertainment places 
ete. While certain Chinese traders and merchant 
groups are experiencing hard times, the community 


*The Review published editorials in its issues of February 

19, 1947 and March 5, 1947 in which the urgency of 
industrialisation of the Colony was outlined and several 
constructive proposals, for Government and for private 
enterprise, were made. Many articles on the subject 
of industrialisation were subsequently published such 
as in the issue of April 7, 1948 (“Industrialisation of HK 
and Cotton Spinning Mills’). The titles of the articles 
published in the issues-of February 19 and March 5, 1947 
were respectively “Challenge for Hongkong’ and 
“Hongkong’s Industrial Future’. The editor of the 
Review had many talks on the question of industrialisa- 
tion of the Colony as from the end of 1946 with Govern- 
ment officials and with financiers and manufacturers. 
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“FAMILY” 


When he arrived in Washington with Mr. Eden, the 
British Prime Minister said they had come “from my father- 
land to my mother’s land to talk over a few family matters 
and to try to make sure there are no misunderstandings.”’ 
The host of commentators who now infest the political scene 
may find it difficult to write a dozen wholly different scripts 
on this approach, but a little humour and light-heartedness 
seems much needed amid exaggerated divergencies that are 
in detail and method, and not in principle. 

_ It has been said that Britain has no policy in the Far 
East, but says nothing about it, while America likewise has 
no policy but discusses it vociferously from the housetops. 


The story belongs rather to the category of the bon moi 


than to the sober description of statecraft. But there have 
been two broad lines of demarcation more clearly defined 
than at any time since the war as a result of the Geneva 
Conference. Korea has become and is being built up as an 
active anti-Communist front, and if President Syngman 
Rhee has his way will develop into an aggressive sector. 
South-east Asia is dominated, on the other hand, by a deter- 
mination to defend itself but a denial of any aggressive 
crusade such as that of which the President of South Korea 
is the chief exemplar. Korea was a united effort under 
American leadership, and at first chiefly with American 
forces, to repel Communist aggression. 

In Indochina, if not in Malaya, the conflicts came 
under the American characterisation, if not stigma, of 
“Colonialism.”’ In Korea the response was a commitment 
of all forces available in the immediate locality. In Indo- 
china the French and British alike preferred’ to interna- 
tionalise the peace rather than internationalise the war. The 
Americans were ready to intervene with aircraft but this 
was regarded by almost everybody as more provocative than 
effective. The contradictions are pithily exposed in a single 
‘statement by the most voluble of Senatorial commentators, 
Senator Knowland, who predicted a “tremendous victory” 
for Communism in Asia (meaning in Tongking) but at the 
same time assured uneasy electors, now thinking of what 
‘may prove the decisive factor in the evolution of inter- 
national relations, that he was “utterly opposed to the in- 
volvement of U.S. forces in land war on the Asian con- 
tinent.”” More than a million troops were at the disposal 
of Nationalist China and of South Korea, he said, who were 
willing and able to share in any joint free world endeavour,” 
in South-east Asia. The enthusiasm to be found in For- 
mosa and in South Korea is not shared in South-east Asia. 
Even in Indochina the French and Vietnam forces would 


at large is economically progressing and the 
citizens show every confidence in the future of 
Hongkong. 

Most encouraging has been the very extensive 
constructional development undertaken by Govern- 
ment and H.M. Forces, and this development is 
proceeding at fast pace. Huge blocks of a great 


ubject\Variety of Government buildings have been erected 
suchor are nearing completion, and two reclamations 
f HKiwhich will add 3 million square feet to land-starved 


rticles 


Hongkong Island as well as the great $80 million 


, 1947 ai Lam Chung reservoir in the New Territories 


an 


f the 
jalisa- 
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ers. 


nd the construction of a new airport costing about 


opinion about the future and the prosperity of 
this unique Colony. 


for her survival. 


100 million are clear indications of the official 


MATTERS AND THE FAR EAST 


prefer a live-and-let-live policy which is in fact the general 
attitude throughout South Asia. But what is certain is that 
nobody can find a million troops in that part of the world 
who are “raring to go.” More “agonising re-appraisals” are 
consequently going on, and have been aggravated by the 
visit of Chou En-lai to New Delhi. Relations between the 
major Communist Powers have improved with Britain and 
France, but not with the United States, which by very virtue 
of this improvement is the more put out. 


But though Sir Winston Churchill and Mr. Eden went 
to Washington only too conscious that this time it ranked 
as a “tough assignment,” they went in no mood of either 
of perturbation or of penitence. The decisions they have 
made were for the most part. ready-made for them by the 
plain psychological and political facts of South and South- 
east Asia. It is true that the tendency of creating separate 
compartments of territorial policy goes against the grain. 
NATO soon began to spread its arms out to link with the 
Balkan Powers, then with Turkey and later even with 
Afghanistan and Pakistan. If the worst came to the worst 
in Korea and war again broke out, as Dr. Rhee has so often 
said he expects and indeed wishes to happen, it would be 
nice for him to know that he could depend on similar 


armed action not only by the Nationalists on the mainland 


coast but by the French Union and other Allied forces in 
South-east Asia. A defensive, or neutralist bloc in that 
part of the world would leave the Senator’s million men 
with the responsibility of acting alone. Assuredly it would 
act as a curb, and one might have supposed that such a 
curb would be not unwelcome in view of the alarm that 
has so often been expressed by good Americans, including - 
the highest Service commanders about the belligerent utter- 
ances of the Korean President. 


Not to put too fine a point upon it, there is a very 
real difference between what one may call the Forward 
rather than the Bipartisan School of policy in the United 
States and the general body of British policy.. The matter 
has been well expressed by a British diplomatic correspon- 
dent who said quite rightly that there is no fundamental 
difference in the assessment by the U.S. and British Govern- 
ment leaders of Communist motives and aims; but there is 
a basic disagreement (which has been boiling up for more 
than a year) on what should be done to contain the Com- 
munists. Britain, says this correspondent, is anxiously pur- 
suing a policy of making the best of the division of the 


world by trying to make limited agreements with Russia 


and China. Co-existence with the Communists could be vital 
The United States, on the other hand, 
is more distrustful. She appears determined to avoid any 
form of co-operation which could be interpreted as tacit 
acceptance of Pome domination of large areas of the 
world. 


This difference of esaiiaaa’ was epitomised by the sug- 
gestion that there might be some political cushion like “a 
Locarno Pact in South-east Asia. Some kind of PATO Pact 
might be.superimposed on that, to take care of any further 
irruption of Communist forces, of which the sceptics have 
bid us beware even if an armistice is finally reached in Indo- 
china. This could hardly be expected to arouse much 
warmth among the Republican leaders, for it is entirely 
contrary to the general spirit of the policy they advocate 
with many voices and almost as many reservations. They 
assail the sort of approaches toward decency—by no means 
amounting to what the diplomats call a rapprochement— . 
which have characterised the activities” of Mr. Eden at © 
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Geneva as belonging to the category of ‘‘Municheering”’— 
the modern political form of going to Canossa. It may well 
be that it will be impossible to devise a common policy in 
absolute detail until after the Congressional elections. 
During that period, too, there will have been clearer indica- 
tions of the true intentions of the Communists in Indochina. 
We shall see, for instance, whether the last-minute gestures 
which alone kept that part of the conference going (after 
the break over Korea was clearly beyond healing) were pure- 
ly tactical or represented a sincere recoil from the conse- 
quences of eontinued aggression in Laos and Cambodia. 
The visit to Washington is the Prime Minister’s own 
idea, and it has been designed to infuse fresh warmth 
into Anglo-American relations. A high level of kid-glove 
diplomacy on both sides was admittedly necessary if this 
aim were to be attained. The tendency seems to be to 
split geographically where differences with or about the 
Communists meet. The parallels in Korea, the division in 
Germany, the likely partition of Indochina, are illustrations 
of this. By this token it would seem to be necessary to 
adopt a somewhat similar technique if a single front tem- 


perament and policy from Aden to the Aleutians cannot be 


organised. It would have the sanction also of traditional 
treatment, for when the West used to have to legislate for 
China or the Far East it usually depended on such instru- 
ments as the Anglo-Japanese Alliance, to operate within 
the strictly limited domain of danger or disorder. There is 
already one Alliance in that area, the Sino-Soviet Alliance. 
It would seem to be logical to create a somewhat similar 
rival grouping on the part of those chiefly interested, the 
nucleus at least of which has already been mustered in 
Senator Knowland’s million Asians. Whether it would be 
wholly effective without Japan, or whether Japan would elect 
to enter it if cordially asked by such “difficult”? personages 
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as Dr. Rhee, are matters which need to be probed and probed 
quite thoroughly, for answers are now becoming no less im-. 
portant than postulations. So far as Britain is concerned, 
at any rate, it has already been laid down that there can 
be no settlement of Korea without China—which is simple 
and plain, whether palatable or not. The two wings of a 
Pacific Pact, like two Parties in a Parliament, could each 
play its own role while the Communists are given a chance 
to prove their bona fides. Munich was not denounced for 
itself, but for what followed it—and it might never have 
been denounced at all but for the Moscow Pact with the 
Nazis which opened at once the floodgates of war. 


The position was admirably put in an editorial in The 
Times on the eve of. the Prime Minister’s departure for the 
U.S. The first task at Washington, it said, would be ‘to 
define the interests upon which Britain and the U.S. are 
willing and able to stand together. In Europe the resolve 
to stand in military array against Communist aggression is 
shared by all independent nations and registered in NATO. 
In South-east Asia and the Pacific, where the need for strate- 
gic readiness may be no less, the new nations, and the 
Nationalists seeking independence, do not share the same 
resolve. The necessity in terms of power, to prevent the 


capture of key areas by d possible foe, is not altered. The 


countries whose interests and safety are threatened—includ- 


ing the U.S.A., the Commonwealth, and France—have indeed 


to agree straightway upon their military precautions and 
upon the resources available to back them. But the means 
of defence must go wider than the military dispositions. 
The foe, as the Nationalist leaders in this part of the world 
see it, is not primarily Chinese attack but the virus of 
Communist penetration, and defence against this would re- 
quire not guns and bombs but economic and political en- 
couragement—without military or political commitments. 


The most luxurious 
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‘THOUSANDS OF 


CHINESE SCHOOLBOYS FOR 


FARM AND FACTORY 


The woeful illiteracy. in the villages and the new and 
centralised forms of organisation under the new order in 
China have caused the authorities to send a whole army 
of schoolboys into the fields and the factories, where they 
are said to be rendering great aid in “cultural matters” 
and to be learning the techniques of farming and industry. 
The Chinese Communist news agency recently published the 
full text of a directive by the Central Committee of the 
Youth League of China concerning the organization of 
senior primary and junior middle school graduates who are 
unable to continue their studies in a higher school, which 
are now inadequate to cater for more than a small minority 
of the pupils. 

It is estimated that ‘fn the summer of 1954 over four 
million senior primary pupils and 600,000 junior middle 
school pupils will graduate—one-third more than in 1953. 
Most of them want to go to a higher school but many could 
not be accommodated in 1953 and the number of candidates 
unable to get in this year will be far greater. Only a 
small number can go on to the higher schools, and there- 


fore the great majority must go to the factory or the 


farm. This throwing of thousands upon thousands of 
Chinese youths, “‘with cultural knowledge and political con- 
sciousness” into production is described by the directive as 
‘‘a thing of extremely great significance’ to the realisa- 
tion of Socialist industrialization, and particularly the So- 
cialist transformation of agriculture. It will also further 
activate the political and cultural life of the youths. Labour 
education, says the directive, is an important part of Com- 
The purpose of carrying out labour 
education in schools “is to acquaint the students with the 
basic truth that labour creates the world. It seeks to 
acquaint them with the Socialist way of working with initia- 
tive, to accustom them to the habit of working in 
earnest, and to make them understand that everything 
taught in the schools is to have them prepared to work for 
a Socialist country.”’ The mistaken 


labour, on the part of the students must be eliminated, 
says the directive. In China now, labour has no high or 
low, noble or ignoble status, and every kind of labour is 
an honourable undertaking. The teachers, especially those 
belonging to the Youth League, are told they must set the 
right example in this matter, and arrange for visits to 
farms and factories, where labour models should be invited 
to make reporis. 


A “correct” public opinion has also to be developed 
in this regard. ‘‘Misunderstanding’’ about the problem of 
schooling and employment for these students still prevails 
in many places, where it is desired to continue education in 
a higher school, and where the requirement that’ they 
should take up labour work is regarded as_ both a 
disgrace and an injustice. These even jeer at those stu- 
dents who do take up labour work, which adds to the 
hesitation of the young students who want to join the 
labour ranks. The work of explanation and persuasion 
must therefore be extensively and penetratively developed. 
People of all strata, and especially the parents, must be 
made to understand, and an atmosphere must be created to 
welcome these fresh troops to the labour ranks. 


real 


Graduates 
| who score conspicuous achievements are to be used as 


examples—“a vivid educational method which had a bbe 
great infectious and persuasive power.” 


It will also help to solve the problems of self-study, 
and once this is settled the students will be able to settle 
down to labour production with less worry. In too many 
places matters are allowed to drift and this has to be 
rectified. The student who has turned worker should not 
only take up political and cultural study but should also 
study business and technique, on a spare-time basis. 


But study should not be allowed to affect production 
work. The self-study team is regarded as the simplest 
and most practical form and is particularly suitable for 
the dispersed circumstances existing in most of the rural 
villages. The Youth League should organise large numbers 
of these self-study teams, and see that pre-eminent mem- 
bers act as heads of these teams. A number of classes 
has also been set up by the Government in well-operated 
people’s schools, both in the countryside and in the towns. 
Through the media of broadcast lectures and the activities 
of cultural palaces and youth homes, students should be 
helped to practice self-study systematically so that they 


may get better prepared for their work in future. But in. 


view of the inevitable shortcomings in teaching materials, 
method and leadership experience, the students must not 
hold too high an expectation for the venture. _ 


Organisations of the Youth League in the various areas 
should also crganise the students so as to ensure they have 
a suitable part in social work and activities, so that their 
political positivity may be manifested. They should also 
be organised to take part in all kinds of cultural, recrea- 
tional and athletic activities so that the demand for sports 
and recreation may be adequately met. 

The directive, in conclusion, says this problem is still 
rather strange to China, though certain working methods 
have been devised. Youth League committees of all levels 
are called upon to co-ordinate with different quarters and 
understand conditions realistically. Experiences must’ be 
circulated so that shortcomings and deviations may be 
overcome. | 


In the North-east last year no fewer than 150,000 


senior primary and junior middle school students were 
mobilised and sent to work in the factories and the fields. 


The older boys and girls were engaged in industry or indus- 
trial construction and those a little younger went into 
These were by far the most numerous, and 
Some went to the Anshan Steel 
Company and the No. 1 Automobile Plant and others went’ 
to the Harbin flax works and the Harbin alcohol dis-— 


agriculture. 
are estimated at 140,000. 


tillery. 
The Kuang Ming Jih Pao asserts they all wanted to 
work in the State agencies for economic construction at 


an early date, and this is probably true because owing to 


the general impoverishment all needed jobs to help keep 
the family going. Once their employment problem was set- 
tled, says the paper, all of them took up their work happily. 
The workers in the factories, too, were represented as being 


‘very happy” over the arrival of these lads and in many: 
factories meetings were held to welcome them. Some of. 


them had to go to technical schools or training classes in 
the vicinity of the works before they got down to the jobs. 
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These students, it is said, have “brought a new atmosphere”’ 
to the factories. Many of them helped the factories to 
develop various kinds of cultural, recreational and athletic 
activities. They also operated blackboard newspapers to 
publicise the new records and deeds of model workers. 


The 140,000 boys who went into the fields played a 
conspicuous part in the development of mutual aid and 
co-operation movement and in the learning of farm tech- 
niques. Senior primary school graduates unable (or not 
allowed) to get entry into middle schools were organised 
to join the agricultural production ranks. They showed up 
well during the autumn harvest and were helpful in winter 
time, ‘especially in the accumulation of manure and the 
rearing of livestock!’? Many became _ activists in produc- 
tion, and led the peasants in the operation of new farm 
implements and new cultivation methods. Many have won 
the regard of the peasants because of their contributions 
in a variety of ways. They helped peasants in the develop- 
ment of cultural and recreational activities in the villages. 
Many became teachers in the village schools, and read the 
newspapers to the illiterate peasants and explained to them 
tracts on improved agricultural techniques. Some of them 
even joined the amateur dramatic troupes of the villages 
and became good actors and actresses. They also become 
bookkeepers of mutual aid teams and serve on committees 
of production, finance and grain, of health and of women’s 
work of the co-operatives. Some have even been elected 
chiefs of mutual aid teams and cadres of producer co- 
operatives. 

In Shantung, it was found that many senior primary 
school graduates who were unable to enter a middle school 
were reluctant to join in agricultural production. The 
literates in China have always been a very small minority 
and the extreme need of them in other walks of life, as 
well as the traditions of the long-nailed literatti, led them 
to look down on manual labour of any sort. A good deal 
of pressure was obviously brought to bear on them—though 
this is not said in so many words—and they were given a 
dose of good Marxist dialectics until they had purged them- 
selves of their prejudices. 


The same thing happened in the Special Area of Port 
Arthur and Dairen, where senior primary graduates were 


to the literate lads as leaders. 
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sent to the countryside but adopted an attitude of passive 
resistance. They were “given education” and then called 
to a meeting and given the works, after which they ‘“under- 
stood the situation.”” When they had been brought round 
and got down to the job, they were then used for various 
cultural purposes. The Party and Youth League secretaries 
“frequently chatted with them” and arranged lectures for 
them and all rectified their mistaken idea of regarding farm 
work with contempt. 


The same story is told of Puning hsien in Kwangtung 
province, where the same problem was unfolded, the same 
technique used by the party and Government cadres, and 
with the same submission in the end. In this case even 
the parents had to be summoned and told they must see 
to it that their children did what was asked of them by 
the authorities. 


During the past four years more than 1,830,000 stu- 
dents graduated from the senior primary schools in Shang- 
hai and East China, and nearly half of them were sent to 
“production construction” upon graduation. In the rural 
areas most of them went into farmwork. Their youth 
and the fact that they were literate enabled them to pick 
up production techniques quickly and take up new things 
with ease. Many examples are cited of their work in the 
villages and farms. Peasants and veteran industrial work- 
ers alike are said to have “welcomed them, though pre- 
judice often existed before.”’ Soon the peasants looked 


These examples are cited by the Party propaganda to 
buttress a drive for a far wider use of young lads in 
production tasks, in the current year. 
ject of an editorial in the Peking People’s Daily, which 
started by saying that the problem of providing graduates 
of middle and primary schools with work or schooling faci- 
lities is an important one affecting national construction 
and the very real interests of the broad masses. The num- 
ber of these school graduates is growing year by year. 
The great enterprise of Socialist construction and trans- 
formation calls for specialists in all fields and also for 
more youths with an adequate political awakening and 
cultural knowledge. 


Cable address: 
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701/7 Edinburgh House, P.O. Box 85, Hong Kong 
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The Wheelock Marden Group have offices in New York, Tokyo, Yokohama, 
Kobe, Osaka, Shanghai, Singapore, London and principal cities in the U.K. 
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JAPAN’S WATER RESOURCES 
DEVELOPMENT 


The potential hydraulic power generation capacity 
Japan holds is estimated at 20 million KW, about one-third, 
or 7.54 million KW, of which had been developed by end 
of 1953. Since World War MII ended, 1.55 million KW 
hydraulic power and. 0.45 million KW thermal power were 
developed, totalling 2 million KW. The result of develop- 
ment achieved in fiscal 1953 was the highest of all the past 
years, and the output of generator apparatuses turned 
out by electric machinery makers during the same period also 
recorded the peak in the past ten odd years. The fund 
procured during fiscal 1953 for the requirement of such 
development amounted to Y160,000 million. 


The government decided upon a project of developing 
about 5.1 million KW electric power during 5 years starting 
in fiscal 1958. The program aims at easing the existing 
shortage of power until supply and demand will be balanced 
in fiscal 1957. The volume of electric power to be required 
in that year is estimated at 53,400 million KW.h. and 
the production index of Japan’s manufacturing and mining 
industry at 170 (with 1934-1936 as 100). The generating 
facilities to be completed within the five years from 1953 
to 1957 will have the maximum generating capacity of 
about 5.1 million KW of which 3.7 million KW in hydraulic 
and 1.4 million, thermal. The total generating capacity 
at fiscal 1957 yearend is to aggregate 11 million KW in 
hydraulic and 5 million in thermal, 16 million KW all told. 
The fund required for this development will run up to 
Y807,100 million (of which Y17,000 million by foreign 
investment), all expenditures for transmission, transforma- 
tion, distribution, and amelioration works inclusive. For 
the foreign investment of Y17,100 million ($47 million), 
Japan has already under contract the loan with the United 
States World Bank. The requirement of Y790,000 million 
to be raised in the country will be covered for the greater 
The power development fund 
takes up a very big proportion in the aggregate financial 
investment of the government on the whole industry. 
Hence, it occupies the most prominent, important position 
in the economic policy of the Japanese government at pre- 
sent. In fiscal 19538, the first year of the five-year plan, 
generation facilities for 1.2 million KW were completed, 
and those for 3.2 million KW, were under construction as 
at the yearend, thus 85 per cent of the target capacity of 
5.1 million KW being completed or on the way of com- 
pletion. As to the remaining 0.7 million KW, preparations 
are being made at present so that construction work for it 
will be started from fiscal 1954 onward. The enterprise 
will be undertaken by the Electric Power Resources De- 
velopment Corporation, the 9 regional power distribution 
companies, public enterprises and private consumers for 
their own use. Demand for electric power in Japan tends 
to increase constantly by around 7 per cent every year. 
Taking this into consideration, the power to be developed 
in fiscal 1954 comes rather short of satisfaction. Another 
problem is coming to the front with the progress of power 
development: the yearly advance in cost of electric power 
with the increasing completion of new power generation 
resources. More importance is being attached to this pro- 
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blem from an anti-inflationary point of view. The increase 


_in new power resources will boost the cost of electric power 


by 30 per cent over the existing one in 1957. 


JAPAN'S 


IRON AND STEEL INDUSTRY 


TRENDS 


Rolled carbon steel registered an output of 517,000 
tons last year, an 11 per cent increase over the preceding 
year. Tendency of over-production was seen at one time 
in steel sheet and wire rod, but the situation was brought 
under control by production curtailment. Consequent upon 
a consumption boom, as a whole, the demand for steel 
material was brisk. Hence, a corresponding increase in the 
production. The swell in demand was mainly due to the 


animation in power development and public works. To it 


also contributed the increase in facilities investment of 
which excess investment has been called in question of 
late. In the demand for steel by groups as of April- 
September, 1953 in comparison to the same period of a 
year ago, the most marked increase was seen in special 
procurement which increased more than double from 23,000 
tons to 47,000 tons, though small in the whole quantity. The 


best increase, both in quantity and percentage, was the 


construction and building industry which climbed from 
96,000 tons to 176,000 tons showing a 84 per cent increase. 
Beside these, manufacturing industry (other than machinery 
or chemical, but chiefly of consumer goods) recorded a 72 


per cent increase from 82,000 tons to 141,000 tons, and 


machinery industry, a 64 per cent increase from 219,000 
tons to 360,000 tons. Export diminished, on the contrary, 
having more than halved from 499,000 tons to 216,000 tons, 
which bespoke that the increased demand _ resulted only 
from lively consumption at home. 


Due to drop in the cost of materials and the progress 
of industrial rationalization, profit rates ascended with each 
maker. The tendency was particularly notable with major 
makers. Middle and_ smaller enterprises, however, are 
suffering greatly from the reduction in selling prices re- 
sulting from the lowered cost. The price cut on imported 
iron ore and coking coal due to reduction in oversea freigh- 
tage, and the decline in the price of domestic coal had a 
favorable effect on the lowering of production cost. The 
progress in industrial rationalization is manifest in the 
fact, on the other hand, that, in the second quarter of 1953 
as compared to the corresponding period of a year ago, 
productivity per worker increased, 23 per cent with Yawata 
Iron Works, 22 per cent with Fuji Iron & Steel and 15. 
per cent with Japan Steel Tube, respectively. 

The improvements made in paying basis. increased pro- 
fits remarkably for major manufacturing companies. Tak- 
ing the profits for the fiscal term ending in September, 
last year for instance, Yawata Iron Works gained Y1,027 
million or a 79 per cent increase over the Y575 million 
profit of the preceding term ending in March; Fuji Iron 
& Steel, Y801 million or 61 per cent increase over the 
previous Y501 million; and Japan Steel Tube, Y961 million 
or 19 per cent increase over the previous Y809 million. 
The profits thus gained, for the most part, were reserved 
in companies’ accounts, or were appropriated to the invest- 
ment toward affiliated companies, which served to reinforce 


- 
‘ 


not a little the power of resistance against future depres- 
sion. 

Thus, the iron and steel industry got rid of the de- 
pression continued since 1951 and enjoyed the best pros- 
perity in recent years. On the part of manufacturing com- 
panies of second rate or below, on the contrary, they are 
having a hard time due to their over-age equipments. 
Hence, they are entering increasingly into affiliation with 
the three major companies. As the iron and steel industry 
as a whole, this implies that the industry has been under- 
going rejuvenation through the fact that the modern equip- 
ments of major manufacturing companies are being made 


best use of, while over-age ones at minor companies dis- 
carded. 


As to the demand and supply of carbon steel during 
fiscal 1954, the Ministry of International Trade and In- 
dustry estimates the production at 5,400,000 tons and the 
demand at 5,500,000 tons. Increase is being foreseen in 
production for the reason that the first stage of rationaliza- 
tion has been completed before the beginning of the cur- 
rent year. Demand, however, by no means warrants op- 
timism due to decline,in general consumption. 


Much is being expected from export this year; the 
actual contract amount, of which exceeded 100,000 tons 
both in January and February, is more favorable than 
expected. It must be admitted that this includes “bleed- 
ing’ export shipments to Pakistan, but the greater part 
is made up with the shipments to Argentine made under 
the Japan-Argentine Trade Pact. The future of export is 
far from reassuring because of the intensifying competi- 
tion against European products. 
the lowering production cost, however, Japan is now in a 
position to stand any competition with European export 
countries in the Southeast Asiatic markets. The downward 
tendency of prices is expected to continue. This will bring 
export prices nearer to international prices, which assures 
a promising future for the export. 


The first stage of the rationalization program started 
in 1951 with the modernization of carbon steel rolling mill 
as its feature project, came to completion in March, 1954. 
The fund required amounted to Y118.8 million which was 
raised by capital increase or loans by the Development 
Bank. The second stage of the program has started from 
fiscal 1954 and is scheduled to end in 1956 with Y173.1 
million fund, on the completion of which there will be more 
modernized equipments and resultant cheaper cost. The 
future question is, however, how to raise the necessary 
fund. Shrinking of government investment is being seen 
as a result of the current austerity policy enforced by the 
government. Under the circumstance, it will be the only 
way left to enterprisers to disburse the fund from their 


own capital, or raise it by means of capital increase. It. 


will not be an easy task to effect capital increase with 
the stock market so dull. Therefore, enterprisers will be 
obliged to secure the fund from the money reserved in 
their account from last year’s profit. In this respect, too, 
things appear to be to the advantage of major manufac- 
turing companies. The tendency will be more conspicuous 
this year that minor companies with over-age equipments 
are overwhelmed by major ones which are in a position 
to make the full use of their modernized equipments. 


JAPAN’S CEMENT INDUSTRY PROGRESS 


A yearly increase in the demand of cement is ex- 
pected; 9.15 million tons for the current fiscal year, 9.65 
million tons for fiscal 1955, 9.85 million tons for 1956, 
and 10 million tons for 1957. As to export, on the other 
hand, the estimate is that it will be constant at 1.2 million 


Taking into consideration | 
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tons every year (1 million tons for the current year). 
Japan’s cement industry comprises 15 manufacturing com- 
panies, 37 plants, and 93 kilns, with monthly production 
of 0.82 million tons. Due to brisk demand, such facilities 
were operated almost to the full last year, yet, being unable 
to catch up with the demand, large quantities were dis- 
charged from stockpiles. The products from three major 
makers, the Onoda Cement Co., the Nippon Cement Co., 
and the Iwaki Cement Co., account for 58 per cent of the 
total production of Japan. In anticipation of future in- 
crease in demand, each company is positive in enlargement 
of equipments. For instance, three large-sized kiln of 12,000 
ton monthly capacity had been under construction by Onoda 
Cement; Nippon Cement Co. started to build a plant with 
two 15,000 ton kilns; Ilwaki:-Cement’s new plant of 22,000 
ton capacity is to start operation. 
consideration by Chichibu Cement Co., for the construction 
of a new plant with two 12,000 ton kilns. Beside these 
specialist producing companies, there are a number of makers 
in the chemical industry who carry on cement production 
as subsidiary work and are operating their cement equip- 
ments to capacity. Among makers who are expanding 
equipments are Ube Industrial Company, Nozawa Asbestos 
Company, Electric Chemical Industry Company, Toyo Soda 
Company and Tokuyama Soda Company. All these enlarged 
equipments are expected to add 700,000 or 800,000 tons 
within this year to Japan’s productivity. Expansion of ex- 
port will then follow suit. 


SITUATION OF JAPANESE BANKS 


The nucleus of Japanese financial institutes are made 
up of 84 commercial banks and long-term credit banks, these 
having covered 60% of the total amount of loans made by 
all financial institutes in the country. ©The commercial 
banks find their source of funds mainly in bank-deposits and 
make short-term commercial loans their major business. As 
their long-term deposits are large, they are also making to 
some extent industrial loans of long and middle terms, and 
investment in securities. The long-term credit banks have 
made bonds issue their main business. 


Commercial banks are classified into 12 major banks, 
66 local banks and 6 trust banks. The 12 major banks have 
their head offices in the major cities and branches all over 
the country. They are designated as Class A foreign- 
exchange banks by the Government, except the one bank 
(Kyowa Bank) which had been a saving bank. The local 
banks have their head offices in their own localities, where 
their banking activities are confined. Since local banks 
had been amalgamated in each district, their financial power 
is much strengthened so that they can lead local financial 
activities by promoting local industries. The trust banks 
conducted business as trust companies before the war, but 
converted themselves into commercial banks to conduct trust 
and banking business. Their head offices are located in the 
major cities. There are 11 other banks which are also con- 
ducting trust business in addition to normal banking because 
they had amalgamated with trust banks before. 


Head No. of 
Banks office branches Capital Deposits 
million million 
yen yen 
12 Major Banks: . 
Fuji ‘Tokyo 183 2,700 193,300 
Mitsubishi MNokyo 157 2,750 174,500 
Sanwa Osaka 184 2,500 174,000 
Sumitomo Osaka 138 2,280 164,700 
Tokai Nagoya 182 2,200 125,800 
Mitsui Tokyo 92 2,000 125,360 
Daiichi Tokyo 90 2,040 122,600 
Kyowa Tokyo 236 2,000 114,200 
Nippon Kangyo Tokyo 99 1,650 109,000 
Daiwa Osaka 95 2,200 86,700 
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Head No. of 
Banks of fice branches Capital Deposits 
million million 
yen yen 
Bank of Tokyo Tokyo 48 1,100 70,800 
Kobe Kobe 173 1,500 62,700 


Note: Nippon Kangyo Bank has the remaining of issued bonds 
amounting to 39,300,000,000 yen. Aside from the above figure, 
however, it is not presently authorized to issue new bonds. 


14 Leading Local Banks: 


Hokkaido Takushoku Sapporo 131 60,100 
Saitama Urawa 98 500 41,000 
Shizuoka Shizuoka 136 700 38,000 
Fukuoka Fukuoka 126 550 36,700 
Hokuriku Toyama 138 550 35,200 
Joyo Mito 85 300 ' 30,100 
Yokohan‘a Koshin Yokohama 79 300 28,900 
Hiroshima Hiroshima 113 300 25,900 
Yamaguchi Shimonoseki 104 200 25,600 
Chugoku Okayama —_ 122 120 24,400 
Hachijuni Nagano 78 200 20,900 
Ashikaga Ashikaga 66 135 20,700 
Chiba Chiba 72 350 20,600 
Iyo Matsuyama 93 500 20,400 
6 Trust Banks—Figures in ( ) show the amount of trusted properties. 
Mitsubishi Trust Tokyo 12 600 15,400 
(39,800) 
Sumitomo Trust Osaka 12 600 15,109 
(35,100) 
Mitsui Trust Tokyo 12 600 13,800 
(26,300) 
Yasuda Trust Tokyo 10 600 9,700 
(15,000) 
Nippon Trust Tokyo 8 200 7,100 
(5,300) 
Daiichi Trust Tokyo 7 60 ,500 
(2,700) 
2 Long Term Credit Banks—Figures in ( ) show the amount of deposits. 
Nippon Kogyo Tokyo ll 2,610 113,400 
(48,500) 
Nippon Choki Shinyo Tokyo 2 1,500 es) 
1,100 


Kighty-six commercial and long-term trust banks, which 
have 5,472 offices, both main offices and branches, with total 
capital of 45,600 m. yen as of the end of September, 1953, 
possess deposits of 2,512,200 m. yen, issued bonds of 2,518,- 
500 m. yen, and investments on securities of 299,100 m. 
yen. In the pre-war period, about 40% of bank deposits 
were invested in securities whereas only 12% is being in- 
vested today. Such low investments are mainly due to the 
fact that no new government bonds have been issued since 
the end of the war, and that a large sum of redemption 
of government bonds was done under the retrenchment 
policy, and further, issuance of bonds and_ stocks was 
restricted on account of the unfavorable market condition 
for long-term investments. Such difficulties involved in 
issuing new stocks are forcing the increase of bank loans on 
one side. The percentages of newly issued stocks and in- 
dustrial bonds and loans increasingly made by banks and 
financial institutes out of total funds supplied for respec- 
22% to stocks, 3% to indus- 
trial bonds, 75% to loans in 1949; 6% to. stocks, 
8% to industrial bonds, 86% to loans, in 1950; 8% to stocks, 
4% to industrial bonds, 88% to loans in 1951; 12% to 
stocks, 4% to industrial bonds, 84% to loans in 1952. Such 
an unbalance is likely to be corrected in accordance with 
the improvement of market condition for stock issuing. Out 
of the loans made by banks to industries, 14% are made 
to textiles, mostly to spinning and weaving, 5.2% to chemi- 


cals including fertilizer, oil and fat, pharmaceuticals) etc., 


about 6.6% to iron and steel, 4.7% to machinery, 2.7% 
to automobile and other transportation, 3.8% to mining, 
8% to gas, 4% to railway and marine transportation, 28.4% 
to wholesale, 2.2% to retailing. The loans made directly 
to foreign commerce amounted to 157,000 m. yen or 6.3% 
of the total loans. In connection with foreign trade, the 
amount of funds managed through the foreign exchange 
account reached 135,000,000,000 yen handled mostly by 12 
Class A banks aside from the loans afore-mentioned. 


administrative capability to conduct the 


Fukuoka, 
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FOREIGN EXCHANGE BANKS IN JAPAN 


A bank which tries to engage in foreign exchange has 


to set its place and line of business and then submit its 


application for approval by the Minister of Finance. The 
Minister of Finance will give its decision after having con- 
ducted investigation on whether the bank in question is 
able to win sufficient trust abroad and also whether it has 
transaction of 
foreign exchange. The Minister of Finance can cancel such 
an approval if the approved bank violated regulations. The 
Minister also can suspend the business of foreign exchange 
or restrict the line of business within a limit of one year. 
A foreign exchange bank engages in transactions subject 
to exchange control plays an important role in the execution 
of administrative function entrusted by the Government, 
such as certification of export and issuance of import 
licence. When a bank wishes to conclude CORRES con- 
tracts, it has to be approved by the Minister of Finance. 
These regulations were set forth in order to promote de- 
velopment of exchange transactions and to bring about — 
effective management of foreign funds. In case a Japanese 
exchange bank tries to make a CORRES contract with a 
Japanese branch of a foreign bank, official approval is re- 
quired. So are the cases, when the settlement in foreign 
fund accounts is involved through direct transaction with 
foreign branches of the foreign bank, or through CORRES 
contract, or the Finance Minister Account (so-called 
MOF account), or Open-account (bilateral contract ac- 
count). When a bank engages in foreign exchange trans- 
action with its customer, it has to confirm whether the 
customer has obtained the necessary permission required by 
the Foreign Exchange Control Law and also take all pro- 
cedures necessary for such transaction. If there is any 
negligence on the part of the bank, penal regulations will 
be applied to such a bank. 


The banks, which are presently engaged in exchange 
business, consist of two groups, namely Japanese banks 
and Japanese branches of foreign banks. The former is 
divided into two classes, A and B, in accordance with its 
scope, whereas the latter is Class A. There are 21 banks 
of Class B and 13 foreign banks and 12 Japanese banks of 
Class A, aggregating 46 foreign exchange banks in the 
country. The banks of Class B are not permitted to con- 
clude CORRES contracts; they have to conduct such trans- 
actions through the banks of Class A. Class B banks are 
either local banks or trust banks. Class A banks are free 
from such restrictions in their business operation. 


Banks of Class A 


(1) Foreign Banks; (13 banks) 


(A) American Banks: Bank of America, National City Bank of 
New York, Chase National Bank of the City of New York, American 
Express Co. 

(B) British Banks: 
Chartered Bank 
India, Ltd. 

(C) Dutch Banks: Nationale Handelsbank, N.V., Nederlandsche 
Handels Maatschappij, N.V. 


(D) Others: Banque de l|’Indochine, Bank of China, Bank of India, 
Bank of Korea. 


(2) Japanese Banks: 


Bank of Tokyo, Mitsui Bank, Mitsubishi, Sumitomo, Fuji, Daiwa, 
Sanwa, Tokai, Bank of Kobe, Daiichi, Nippon Kogyo (Industrial Bank 
of Japan), Nippon Kangyo (Hypothec Bank of Japan). 


Hongkong & Shanghai 
of India, Australia & China, 


Banking Corporation, 
Mercantile Bank of 


Banks of Class B 


Hokkaido Takushoku Bank, Hokuriku, Saitama, Shizuoka, Mitsubishi 
Trsut, Yasuda Trust, Sumitomo, Mitsui Trust, Kagoshima Kogyo, Kyowa, 
Shiga, Japan Trust, Koshin Bank of Yokohama, Hyakugo, 
Juroku, Shinwa, Yamaguchi, Jiuhachi, Hyuga Kogyo, Nihon Chokin Shinyo 
Bank. 7 


WwW 
ar). | 
tion 
ities 
dis- 
ajor 
Co., 
the | 
in- 
ent 
oda 
with 
1,000 
nder* 
tion 
hese 
iukers 
tion 
quip- 
iding’ 
estos 
Soda 
irged 
tons 
ex- 
nade 
these 
le by 
ar cial 
and 
As 
g to 
, and 
have 
yanks, 
have 
over 
eign- 
bank 
local 
here 
banks 
powel1 
ancial 
banks 
but 
trust 
in the 
osits 
en 
300 
,500 
,000 
,700 
,360 
,600 
,200 
,000 
,700 


10 


Foreign funds are to be concentrated in the FOM Ac- 
count; however the Class A banks are authorized to retain 
both US dollars and sterling and the Class B banks US dol- 
lars. When these banks need foreign funds, they can buy 
or sell US dollars at a minimum of 50,000 dollars and up- 
ward in increase of every 10,000 dollars in case of spot 
transaction, and also at a minimum of 10,000 dollars and 
upward in increase of 10,000 dollars in case of forward- 
exchange. As for sterling, spot transaction of 20,000 pounds 
at minimum and upward in increase of every 5,000 pounds 
therefrom is authorized and also forward transaction of 
5,000 pounds at minimum and upward in increase of every 
5,000 pounds. Transaction by any other currencies than 
those mentioned above and also open account are required 
to be concentrated in the Bank of Japan, which is acting 
for the Minister of Finance. No swapping by the banks 
is allowed. Neither the oversold of forward and direct 
exchange of sterling, nor the oversold of total amount of 
both forward and direct exchanges of US dollars is per- 
mitted. 


The bill for the Foreign Exchange Bank Law was re- 
cently submitted to the Diet and passed the House of Re- 
presentatives on 3 April. This law is expected to be brought 
into practice in the near future. It is primarily aimed at 
strengthening the business of Japanese banks for foreign 
exchange. According to this act, an institute, which engages 
exclusively in the business of foreign exchange, will be or- 
ganized. This institute is the present Bank of Tokyo 
(formerly known as the Yokohama Specie Bank). This 
bank will receive some restrictions on its domestic banking 
business, but, on the other hand, will be furnished with 
special position and power on foreign exchange. The Bank 
of Tokyo is presently handling about one-fourth of the total 
transaction of foreign exchange in Japan. Upon its func- 
tioning as an exclusive bank for foreign exchange, the volume 
of transaction will increase. The primary reason that the 
Japanese Government has established this special bank is 
to strengthen the function of Japanese foreign-exchange 
banks so as to advance Japan’s foreign trade. 


EVENTS IN EAST ASIA 


Communism vs. Democracy: Though the curtain at 
Geneva was still up, the spot light turned to Washington 
and New Delhi on the development of power-politics and 
peace-offensive under the same play “Communism vs. De- 
mocracy in the Far East.’”’ In the meantime, the orchestra 
in Indochina played war music with both sides determined 
to win more battles and apparently not yet brought up-to- 
date with ceasefire negotiations in Geneva. In Washing- 
ton, President Eisenhower and Mr. Dulles were ready to 
press for the immediate calling of a meeting of Western 
and Asian powers to plan the creation of a Southeast Asian 
Pact. But Britain was reluctant to accept such a proposal 
pending current efforts at Geneva to get an Indochina cease- 
fire. As long as Communists seem sincere Britain would 
not give up her efforts and there should be a chance for 
peace in Indochina. On the other hand, Britain would not 
hesitate to drop her peace-maker’s role and join the South- 
east Asian Security Pact if Communists should turn aggres- 
sive and unreasonable again. This is actually the most 
ideal chance for China to exert her efforts to bring peace 
to Indochina and win for herself the leadership in Asia 
plus, possibly, a seat in United Nations. In New Delhi, 
India gave Mr. Chou En-lai a big warm welcome. Mr. 
Chou, who had aired) his “Asia for Asians” view before 
leaving Geneva, would try to sell a “Non-Aggression” pact 
to Mr. Nehru. At least Mr. Chou would talk Mr. Nehru 
out of India’s possible participation in the US-proposed 
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Southeast Asian Security Pact. It will be a tough decision 
for Mr. Nehru and his government to make as Britain con- 
siders it vital for the S.E.A.S.P. that India and other 
Colombo-powers should join. Whatever the outcome, the 
conflict between Communist bloc and Democratic nations 
is gathering momentum, involving more countries and reach- 
ing out for more people whether they like it or not. Peace 
in Indochina if restored might only be another Panmunjom. 
No one could tell where and when the war would blow up 
again. | 


Taiwan Warming Up For Invasion? China kept quiet 
when Taiwan repeatedly claimed the success of Nationalist 
naval and aerial expeditions along the China coast. Last 
week when Taipei was rather quiet, Peking asserted that 
Communist defence forces shot down 10 Nationalist fighter 
planes and damaged four others which raided the Chekiang 
coast in May and early June. It also claimed that five 
Nationalist warships were damaged in the same period. The 
Nationalist Air Force in Taipei announced recently that 
there was no definite indication that a group of American 
F-86 Sabre jets would arrive in Taiwan early in August. 


About 80 Sabre jets were among the high priority Nationa- | 


list request for arms aid from the United States. Jet 
planes are vital to the much-talked-about re-liberation of 
China as Taiwan’s conventional planes are no match to 
Communist MIGs. In the meantime Taipei tightened her 
blockade of China coast and recently announced that foreign 
ships which had called at Communist ports would hereafter 
be denied facilities for refuelling or obtaining water supply 
at all Taiwan ports. Following two Polish ships’ seizure 
Taiwan last week seized a Russian tanker “Tuapse’’ off 
Formosa and announced that the vessel and its cargo might 
be confiscated. The Soviet Government approached US and 
demanded the release of the tanker and her crew. This 
kind of action, which is qualified in international law as 
“high piracy’’, has no justification if the interception takes 
place on the high seas of a ship which is not flying the 
flag of a country at war with Taiwan. Russia complained 
that the seizure of the tanker by a warship in waters 
controlled by the US fleet could have been carried out only 
by an American war vessel. Meanwhile Chiang shuffled top 
posts in his Army and Navy in order to overhaul his mili- 
tary machine along American lines. He was replacing his 
son Ching-kuo with Lt. Gen. Chang Yi-tin as chief of the 
Defence Ministry’s political section. Ching-kuo was recently 
criticized by Dr. K. C. Wu, ex-governor of Taiwan who is 
now in US, as running a secret police system similar to 


that of Communists. Young Chiang was lined up for Vice- 


Minister of National Defence but the appointment would 
be announced later. General Sun Li-jen was appointed as 
Presidential Aide de Camp and Gen. Kwei Yung-chin Chief 
of the General Staff. Other appointments were: Com- 
mander of the Army, Gen. Shi Chao; Air Force Commander, 
Gen. Wang Shu-ming; and Rear Adm. Liang Hsu-chao, 
Commander-in-Chief of the Navy. 


Japan’s National Defence: Plans to make Japan the 
arsenal of the Far East were discussed between the U.S. 
Presidential envoy to the Far East General Van Fleet and 
top Japanese officials in Tokyo. The plans provided that 
the Japanese armaments industry would be revived on com- 
mercial basis with American capital. Orders would mostly 
come in the form of procurement for American authorities. 
Japan has already signed contracts for the overhaul and 
repair of American jet aircraft. It is now seeking Ameri- 
can investments to build a brand new installation capable 
of producing modern war equipment. At least $10 millior 
from the counterpart funds, created in the application of 
the recent Mutual Security Assistance Agreement, will be 
used for the growing arms industry which would soon in.- 
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clude the production of electronic and submarine weapons. 
An average of $100 million worth of orders are expected 
to come yearly from various Asian countries, including 
Korea, Indochina, the Philippines, Taiwan and Thailand. 
On national defence, Japanese armed forces, prior to the 
official creation of the national defence forces in July under 
the new defence law, last week pledged to defend the 
country from “direct foreign aggression.” A new police 
law coming into effect scon, would “eradicate the fears of 
revival of a police state’ in Japan and would ensure the 
maintenance of a democratic police system. The new law 
would strengthen the Central Government’s control over 
the police force. The Government would only take over 
operational control of the police ‘fon a national level’’ in 
the event of riots or national disasters—and then only 
The change 
in the police system was bitterly opposed by the Press and 
many sections of the public. They feared recentralisation 
of the police would lead to a return to the pre-war police 
state. 


Thailand and Communist Invasion: Whether Premier 
Phibun Songgram was more far-sighted and sensitive than 
other statesmen or tried to over-play the tune of war in 
order to win more US aid was not known but he declared 
that the Southeast Asian political, military and economic 
situation seemed to have deteriorated in the last three 
months and that a situation might arise where a similar 
joint action might have to be taken in Thailand such as 
the UN took in Korea. Phibun expressed Thailand’s willing- 
ness to join the Southeast Asian defence alliance and out- 


lined five steps by which the Thai government planned to 


stamp out Communism in Thailand: To close all 
(2) To keep 
close surveillance on all Communists already in the country 
and their activities. (3) Those who are obviously engaging 
in activities threatening Thailand’s peace, will be prose- 
cuted if sufficient concrete evidence exists. If evidence 
appears strong but might not be sufficient to convict them, 
(4) To work for co- 
cperation between the police, the military and population 
at large to stamp out Communism. (5) To improve the 
living conditions and general welfare of the Thai people, 
thus removing any attraction Communism might have. 
Marshal Phibun also announced that Thai Police had a list 
of the names of 10,000 people suspected of being Com- 
munists or Communist sympathisers. Peking recently 
charged that Thai government is intensifying a reign of 


(1) 


terror on US orders and iti the path” for US 


war preparations. 


HONGKONG INDUSTRIAL PROGRESS 


The number of manufacturing enterprises and labour 
employed in them is steadily rising. More products are 
being exported and the variety in manufacturing is also 
growing. More land for factory sites is being prepared 
on Island, Kowloon and in the New Territories. In Tsuen 
Wan, the satellite town of some 40,000 inhabitants on the 
Colony’s ‘Riviera’, the growth of factories is being main- 
tained. Local exporters are turning ever more attention 
to the sale of Hongkong products in overseas markets. 
Individual merchants, the traditional trading firms, many 
manufacturers themselves are canvassing with success 
abroad and enquiries for our manufactures are rising. The 
Manufacturers’ Union is enterprising. in various schemes 
to push local products in foreign markets. Exhibitions 
abroad are going- to be increasingly patronised by local 
‘manufacturers. The percentage of local products among 
total exports of Hongkong remains above 30% and promises 
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to improve in the course of the year. Many new promoters 
have appeared and some are serious and financially well 
backed. They intend to introduce new branches of industry 
and to enter into full-fledged competition with a wide range 
of Japan’s light industrial products. The further develop- 
ment and securing of markets in Southeast Asia is Hong- 
kong’s great task for the present period. 


A number of new factories as well as a new cotton 
mill will soon be established here, further emphasising the 
expansionist trend in light industries. The enamelware in- 
dustry is again leading. Four more enamelware factories 
are either being planned or will shortly come into commis- 
sion. One of the factories intends to manufacture alu- 
minium articles and eventually ceramics as_ well. The 
cotton mill will have 10,000 spindles and is expected to be 
operating by the end of the year. Various industrial pro- 
moters have made plans for the following: a rubber toy 
factory to produce footwear; a local engineering works 
making plastic injection machines; one of the match factories 
—out of production for scme time—to recommence opera- 
tions shortly; another company to establish a factory for 
making paper bags; one plastics factory to increase pro- 
duction by importing another extrusion machine; another 
to start coating rattans; a metal works to produce wire 
and rods. Local tanneries have promising exports. 


NEW AIRPORT OF HONGKONG 


The engineering aspects of the Hongkong airport pro- 
ject are unique as it will be necessary not only to con- 
struct it but also to create the site on which the airport 
is to be built.. In Kowloon Bay is a blanket of silt some 
20 feet thick overlying the solid sea bed which is unsuitable 
as a foundation for the promontory. To contain the fill 
material on which the runway will be built it will be 
necessary to construct some 3% miles of sea walls. The 
soft silt will be removed from beneath the sea walls so 
that they can be founded on the strong underlying clays 
and sands. A large volume of silt will be removed from 
beneath the runways and taxitracks to avoid excessive 
settlement of the finished paving. Some two million cubic 
yards of silt will be removed from the sea bed which 
material will. be used in the new Kung Tong reclamation. 
The total volume of fill material required to form the air- 
port is 11 million cubic yards. About 300,000 square yards 
of concrete or bituminous pavement will be constructed. 
During the past 18 months boring work has been in pro- 
gress to determine a number of factors essential for the 
design of the airport. One of the most important problems 
to be solved was where the 11 million cubic yards of fill 
material to form the airport were to come from. Silt 
and clay are undesirable as fill for the reclamation; sand 
is by far the best material but as such large quantities 
have already been dredged from the bottom of the har- 
bour, it appeared doubtful if sufficient sand would be avai- 
lable in this area. After a thorough search of the harbour 


area from Lye Mun to the Star Ferry a satisfactory deposit 


of sand has been found which will simplify the work of 
reclamation and speed up its completion. Borings have 
been made in the hills in the North-West approach to deter- 
mine the proportions of rock and soil which have to be 
removed as it is important to have an estimate of the 
quantities of hard and soft materials to be removed. The 
work will be divided into two stages. The first stage will 
comprise the demolition of the hills in the North-West 
approach, the construction of a promontory into Kowloon 
Bay, the provision of the runway, the drainage and ser- 
vices, and the link track connecting the new runway with 
the present terminal area. On the completion of this stage 
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CHANGING THOUGHTS ON 


FAR EASTERN 


Economic REVIEW 


ECONOMIC DEVELOPMENT 


By Professor E. Stuart Kirby 


In the international field of economic affairs, theory 
and practice sometimes move together to a greater extent 
than is generally supposed. A recent news item announced 
a very interesting innovation in the world of international 
capital investment, which could be a significant sign of the 
times. A group of American financiers’ is described as 
being convinced that private investors would be more suc- 
cessful, in raising capital locally from the peoples of the 
Middle East and the rest of Asia for investment in those 
same countries for economic development purposes, than 
the American Government or its agencies could ever be; 
and to have produced a new type of scheme for this pur- 
pose. 


There is nothing new in financiers being convinced 
that individual efforts are better than governmental ones; 
but this particular plan, announced at a conference of the 
Middle East Institute by a spokesman for the group, who 
is a professional foreign-investment consultant, is original. 
The scheme is described as having been prepared by the 
former Dean of the Harvard Law School. (These details 
are taken, with acknowledgements, from the editorial ac- 
count in the South China Morning Post of April 24th, 1954). 


The sponsors would pool contributions in an interna- 
tional capital fund; their committee would approve specific 
local projects, allocate funds for them from the pool, initiate 
the projects and get them well going. Then it would sell 
out the enterprises to local capitalists (or governments), 
and the “guest’’ capital would be paid back into the pool, 
and reallocated to the same “cycle’’ elsewhere. 


No information is given as to the likelihood of the 


scheme being realised, or if so what scale of operations 


is envisaged; though reportedly it is “contended” that this 


it will be possible to bring the new airport into operation. 
The responsibility for completing this stage of the project 
on time will rest with one contractor. Stage II will com- 
prise the construction of the terminal and maintenance areas 
with their associated buildings, aprons, roads and services. 
There will be separate contracts for the building and civil 
engineering works. It has been estimated that Stage I 
would be completed by the end of 1958 and Stage II by 
the end of 1960. As a result of the construction of the 
new runway an area of some 160 acres of flat land at pre- 
sent part of the existing airport will become available for 
other purposes. Roughly 60 acres of this will be required 
for roads, open spaces, public services, thus leaving about 
100 acres or 4,300,000 square feet available for disposal. 
The closing of the existing two runways will free from 
building restrictions large areas of land in the approaches 
to these runways which at present cannot be built upon 
and which are very suitable for the erection of multi- 
storeyed housing. The silt from beneath the proposed re- 
claimed area will be dumped at Kung Tong and will assist 
in the reclamation of a new industrial area. The con- 
struction of the new airport will eventually provide a large 
area of flat land, help to reclaim a further area for indus- 
trial use, free from building restrictions because of, flight 
funnels a considerable area of flat land suitable for multi- 
storeyed hcusing and from noise some 340 acres of built 
up area and provide 25 acres of playing fields out of waste 
hillside. 


method “may prove” an important medium of international 
economic development. It is also not clear how boldly 


it wears the panache of rugged individualism. For it is ap- 


parently not to be styled by the name of a private corpora- 
tion, but as the “Institute of International Economic Co- 


operation”, which would seem rather to give the impression . 


of the sort of impersonal body fashionable in the United — 
Nations era. And that is far from all, as we read further © 
that it would work with Government officials in Asia, the | 
Near East “and other areas”, and agree with them on speci- 

fic projects to be assisted; that its executive committee is 

styled a “central planning body’’, and that the whole project 

is “designed to supplement rather than supplant govern- 

mental and inter-governmental assistance and traditional 

forms of private assistance’”’. 


Taking the present situation at large, there is some 
confusion of thought, and some carry-over of terminology 
from procedures’ recently well-established. Nevertheless, 
there is quite a strong reaction against government control, 
planning or paternalism, in the international as in the na- 
tional field, and in favour of laissez faire and private initia- 
tive. | 


In some part this is ascribable to the change of regime 
in the United States and other countries. The party and 
the philosophy of Roosevelt and Truman have ceded the 
floor to the opposing party in America. In other countries 
also, changes have occurred, to broadly the same effect. The 
former parties, in both their foreign and their domestic 
policies, were collectivist in their motives; idealistic in 
stressing mutual goodwill as the condition of international 
advance; equilibrist, in striving always to proceed by the 
multilateral balancing of sectional interests; and organisa- 
tionalist, in believing that all this could be done, and all 
the world’s difficulties overcome, if there was sufficient plan- 
ning and an adequate framework of organisation. Their 
successors follow opposite principles; they are individualis- 
tic, business-like, and positivist, believing that real coopera- 
tion comes from genuine understanding of differences; and 
that successful bureaucracy is stultifying, while unsuccess- 
ful bureaucracy is a facade for chaos. 


Big Business certainly pulls in the direction of the 
second group described above. But the good sense and 
educatedness of the general public is the best safeguard 
against either group, or either type of policy, going to ex- 
tremes. All this is deeply true of America and Britain, 
and some other Western countries. Those who have the 
closest knowledge of China are sure that that nation’s out- 
look and motives are fundamentally realistic. Recent 


changes in Russia, even, may not be altogether dissimilar 


from the broad pattern sketched above. Possibly it is 
only some of the other Asian nations whose mental outlook is 
still predominantly that of the era of the worldwide New 
Deal? 


This is very far indeed from being a full explanation 
of the world situation, and the considerations stated above 
are in no wise to be exaggerated. But it is no flight of 
fancy to say that recently the “climate” or ‘‘atmosphere”’, 
in respect especially of international investment and interest 
in economic development, has significantly changed. 


With this general change is distinctly bound up a> 


corresponding or parallel change on the plane of theoretical 
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economics, where there have also been some explicit move- 
ments of reaction away from the dominant or fashionable 
tenets of the preceding period. The general tenor of the 
newer trends of thought, particularly as they bear on the 
subject of Economic Development, has been well expressed 


in outline by Mr. Frank H. H. King in a recent article 


logically or culturally in (so to speak) his own right. 


(FAR EASTERN ECONOMIC REVIEW, April 22, 1954). 
Mr. King was drawing on a large documentation, and parti- 
cularly on recent works of Professor Frankel and Professor 
Nurkse—to which he made due acknowledgement, but this 
portion of his text was omitted in the printing. 


What is basically involved is a reconsideration of thé 
whole of the “Welfare” approach in economics, a general 
critique of Keynesian economics and much that has followed 


it, and some interesting new developments in the applica- 


tion of theory in such fields as development and progress. 
In this there are some new features, but there is also some 
revindication of earlier and “Classical’? conceptions. 


International thinking over the past ten years, in the 
Development field, has widely attempted to give the problem 
an econometric handling. That is, with quantitative mea- 
surements of all the factors and movements involved: in- 
cluding matters of welfare, standards of living, standards of 
adequacy, consumption-patterns, priorities, preferences, etc. 
A deservedly popular exponent of such inferential com- 
parisons in quantitative terms is Mr. Colin Clark ( endl 
tions of Economic Progress’’). 


3 Thus, for example, the average per capita food con- 
sumption in various countries is tabled in terms of calories 
per day (with due explanation that calories are not every- 
thing), as one means of showing how much lower are 
standards in the “underdeveloped” countries. As another 
example, Mr. Clark compares per capita incomes, expressed 
in terms of what they would have purchased in U.S.$ at 
a specified base period. The United Nations and _. other 
operative agencies have in some part worked along these 
lines. For instance, the F.A.O. declares a general objective 
of raising the dietary of the lower consuming groups to the 
level of a certain minimum number of calories; and other 
organisations similarly use the income calculations as quan- 
titative targets. This type of approach has come in for 
some definite criticism recently. 


Another characteristic of the general approach 
dominant in the past decade, to which the U.N. and other 
workers in the field are deemed also in some part to be 
subject, is what might be called a “mechanistic” attitude. 
Its tendency is to assume that all problems are soluble by 
quantitative and procedural measures; that technique and 
the provision of an efficient and sufficient apparatus, is 
enough. Current criticism bears equally on the demerits of 
this supposition. 


S. Herbert Frankel, Professor of Colonial Economic 


| Affairs at Oxford, a South African, has dealt broadly with 


such issues in his book (“The Economic Impact on Under- 
developed Societies”, 1953), a collection of essays. He first 
discusses the concept of colonies and colonisation, to the 
following effect. A colony, right down from Ancient Greece 
till perhaps not much more than a century ago, was thought 
of primarily as ‘a people”. Only latterly, and one-sidedly, 
has it come to be thought of primarily as “a territory”. 
He protests against the artificial polarities created by such 
contradistinctions as “motherland and colony”, “metropoli- 
tan and colonial’ or ‘‘developed and underdeveloped coun- 
tries’. They are really single units bound together in a 
common, reciprocal and mutual process of growth or pro- 
gress. 


The modern African, for instance, is a complex or 
synthetic being, a distinctive person to be considered socio- 
To 
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think of the import of culture (including technical culture) 
as if it were an array of merchandise, with specific items 
intentionally given or received, is fallacious. 


The next main point in the argument is that technical 
change, especially, cannot be exported and imported ad hoc, 
or in standard packages. Technical change is a_ conse- 
quence, rather than a cause, of social forces. The process 
of technical innovation, Professor Frankel notes, involves 
two stages: (a) knowing how to do it, and (b) doing it. One 
is inclined to suggest that there is another stage, coming 
even before (a): namely, knowing what to do. Before 
technical change can be realised, various and complex social 
changes are prerequisite. 


The third essay takes up the question of the quantita- 
tive or explicit comparisons, such as those between national 
incomes. Here it is stressed that behaviour-patterns differ 
everywhere; éven, one might say, within a single country, 
where the average may conceal more than it proves. It is 
no use making comparisons in international purchasing-units, 
because a man in one country or continent has altogether 
a different way of life from a man in another; if (say) 
an American were suddenly transplanted into China, he could 
not be expected to behave as if he were a Chinese. 


The phenomenon of the ‘“backward-sloping 
curve” is particularly quoted; in underdeveloped 
offering more money may not elicit more production. 


The attempt at quantification is seen, in effect, as due 
to the efforts in recent times to get away from the ethical, 
sociological or other implications of ‘Welfare’. Some 
economists have even wished to coin a ‘‘neutral’’ term, which 
should distinguish only the economic constituent of welfare: 
such as Professor D. H. Robertson’s “ecfare’’. But income, 
insists Professor Frankel, is not the “‘stuff’’ of which wel- 
fare is made; it is the purpose for which income is desired, 
that determines the welfare-outcome. Attempts (like Pro- 
fessor Irving Fisher’s) to redefine welfare in terms of . 
“‘nsychic” income, inner satisfactions, etc., do not resolve 
this difficulty. 


This bears on current U.N. and aheenabicnds’ efforts in 
the Development field, to the extent that the inference is 
that ‘“ecfare’’ cannot be imported and exported as such, as 
if it were a universal merchandise, any more than technical 
change can. 


supply 
areas, 


* * * 


The above illustrates part of the criticism in respect 
of the tendency to abandon some of the older and broader 
conceptions of ‘“‘welfare’’, and to suppose that it can be 
quantitatively handled and “‘planfully” fostered by devices 
on a plane that is merely organisational. To illustrate 
the second main ground of criticism, the tendency to revise 
the Keynesian approach and methodology, reference may 
be made to the contribution of Ragnar Nurkse, Professor 
of Economics at Columbia. (‘‘Problems of Capital Forma- 
tion in Underdeveloped Countries’, 1953) produced as a 
systematic study of this subject. 


Professor Nurkse starts with the revised formulation 
of Say’s Law: “inducement to invest depends on the ex- 
tent of the market’. People are unwilling to invest in 
underdeveloped countries, because of the real lack of local 
markets. The underdeveloped countries manifest a de- 
ficiency of real purchasing power. This, then, is not the 
deficiency with which the Keynesian theory dealt. It is 
not a “‘Keynesian deficiency of effective demand’’: there is 
no deficiency of monetary demand, no deflationary gap 
such as he envisaged. In these conditions, supply of capi- 
tal is a necessary condition of progress, certainly; but it 
is far from being the sole condition, and is not a sufficient 
one. 
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The total and sufficient conditions of progress are, 
rather, an overall expansion of the market, by a general 
and balanced social process. This implies a partial or total 
rejection of the Keynesian or deficit financing approaches, 
of policies depending on the conception of (planful) in- 
jection of capital in key sectors or at decisive points, 
from which, by some ‘multiplier’, the effects are supposed 
to be transmitted through the rest of the economy. 


| Conjointly, a revised view is presented of the relation 
between “metropolitan and colonial areas’, as really con- 
stituting single (unitary) and conjoint economic entries. 
‘It*is pointed out that, historically, the mines and other 
activities in colonies which were the sphere in which major 
development was effected, were in reality projections or 
physical extensions of the “metropolitan” economy; the 
strong demand for primary products, a “home’’ demand in 
the “mother” country, was until recent times the real sup- 
port of such significant development as was possible in the 
“colonial” world. 

The dominant characteristic in the underdeveloped 
regions is, nowadays, “disguised”? unemployment in the rural 
sectors of their economies. This “cannot be absorbed by 
means of an expansion of monetary demand’ (the essential 


Keynesian prescription, which was advanced to meet the 


conditions of complex and industrialised occidental societies). 
“The inelasticity of agricultural production makes this 
remedy quite ineffective’’. | 

The Classical economists of the 19th century postu- 
lated a scheme of things in which investment must come 
from a reduction in consumption. The Keynesian concep- 
tion is that it is possible, by technical manipulation, to in- 
crease investment without cutting consumption at the same 
time, indeed actually increasing it. Professor Nurkse holds 
that the present position of the underdeveloped countries 
is somewhere between these two models: it is non-Keynesian, 
because it is impossible to expand both consumption and 
investment, and yet it is non-Classical, because it is pos- 
sible to increase capital formation without reducing con- 
sumption. 


This is a very neat formulation of the crux of the 
matter, from a theoretical point of view. Prof. Nurkse 
then turns to the consequences, in terms of policy. The 
surplus population has to be taken (in most Asian coun- 
tries, off the land) and set to work on activities which 
result in capital formation. Spontaneous saving is likely 
to be quite insufficient to achieve much in that direction. 
Taxation may be used to supplement it; but, at best, the 
voluntary and the “forced” saving together are unlikely 
to total any appreciable fraction of the enormous amounts 
that are required to make any significant difference to the 
state of the “underdeveloped”? countries. Nor does the im- 
port of capital from abroad look like providing a tithe 
of what is required; the market ferscapital in the under- 
developed countries, is very poor indeed. A large, and 
fully effective, “mobilisation” of the surplus labour into 
capital building processes remains the only adequate possi- 
bility. 

In this respect, the author obviously does not favour 
elaborate projects, plans and programmes artificially con- 
cocted and applied by Governments’ or international 
agencies. He discusses the relations between the standard 
of living of a people and their willingness and ability 
(propensity) to save. In this field the psychological factors 
and incentives are dominant; people will save, and invest 
their savings in capital-forming directions because they 
want to imitate and adopt some different way of life, be 
it “‘American’”’, or ‘“‘Western”, or just broadly ‘‘modern’’. 


This is seen as a much powerful “lever”? for develop- 
ment than foreign assistance, or international grants of 


EASTERN 
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capital, can ever be. The European Recovery Plan was 
successful in so far as it harnessed this motive; under this 
programme the West European countries provided and in- 
vested domestic capital in amounts which were several times 
greater than the amount of “Aid” which came to them from 
America. | 


The protection of “infant” industries by tariffs does 
“Infant creation | 


not solve the problem of capital supply. 
must take precedence over infant protection”. At best, 
the “infant” (“national’’) industry is unlikely to grow be- 
yond the point at which it replaces imports. “Tariff pro- 
tection can only help the strong—it cannot help the weak.” 


The governments of underdeveloped countries try to 
counter the great attraction which the consumption- 
patterns and ways of life of more advanced countries exer- 
cise on their nationals, by placing restrictions on imports 
especially for the purpose of reducing the import of 
consumer-goods and getting in more producer-goods. If 
however such reductions do not result in a net increase in 
saving internally, the basic problem remains unsolved. 


Professor Frankel’s conclusion is that ‘‘a nation can- 
not be strongly capital-conscious unless the individuals that 
compose it do some saving of their own and can see from 
their own experience the point of roundabout methods of 
production” (i.e. “capital-intensive methods’’). “Tf this 
requisite is not fulfilled foreign business capital is apt to 
remain a mere projection of the creditor economy’’. Capital 
is well described as ‘‘a social heritage dependent on the 
institutions and habit patterns of thought and action of 
individuals in society that is why capital cannot be 
“transferred” from one situation to another without the 
individuals who will re-adapt and re-fashion it for use in 
a new pattern of activity”. 7 


* * 


The works outlined above thus vividly illustrate the 
current reaction, on the theoretical as well as the practical 
plane, away from certain attitudes that have recently been 
dominant in international affairs. Applying these con- 
siderations to economic conditions in Asia, it will be found 
that they give grounds for serious reflection, on the one 
hand concerning the relative failure of various ‘‘planned”’ 
and nationalistic economic policies in some countries; and, 
on the other, concerning the relative success, in progress 
and developments, of areas where the capitalistic, con- 
sciousness and sense of self-reliance have been strongest. 
In the latter group the big example is Japan; Hongkong is 
a smaller, but quite a striking instance of the real condi- 
tions of progress and development in an underdeveloped 
environment. 
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ECONOMIC DEVELOPMENT IN CHINA DURING 1949-53 


Compiled by the Research & Statistics Division 


SUMMARY 


When the Central People’s Government was established 
in October 1949 its immediate problem was to secure peace 
and order, and to restore production seriously diminished 
by the civil war. Prices were stabilized and the budget 
balanced, transport restored, and measures taken against the 
recurrence of flood or drought. The means which were used 
to increase production aimed also at preparing the way for 
basic changes of structure and socialization; the measure of 
socialization achieved in agriculture cannot be assessed as 
yet, but in industry and business it has proceeded rapidly, 
and state enterprises in industry, transport, 
trade are now predominant. 


Favourable weather and better methods have 
increased agricultural production, and the extension of pea- 
sant proprietorship, following an expropriation of landlords, 
has acted as an incentive. However, land redistribution has 
brought problems of efficient farming on scattered holdings, 
and the government has tried hard to organize peasants in 
mutual aid teams for joint use of draft animals and tools, 
thus also paving the way for socialization. These schemes 
have raised questions of the best use of pooled resources and 


the proper division of proceeds which have yet to be re- 
solved. 


In spite of the strain imposed by the sicsubeia of 
“Chinese People’s Volunteers” in the Korean conflict, rigid 
control maintained prices stability, and rehabilitation of the 


, economy proceeded, helped by exhortations to the people 
to redouble their efforts. 


It is claimed that by 1952 agri- 
cultural and industrial production had reached or exceeded 
the pre-1949 peak, and production targets have been publish- 
ed for 19538, the first year of the Five-Year Plan. 

External economic relations have changed considerably. 
The embargo in May 1951 by members of the United Nations 


‘on the supply of strategic materials was followed by a no- 


table expansion of trade with the USSR and Eastern Europe. 
The composition of trade has also altered. China has ceased 
to import rice, wheat and wheat flour, tobacco, gunny sacks 
and other formerly important goods, and has even become 
an exporter of some of them; imports of industrial equip- 
ment and raw materials, on the other hand, have increased 
USSR and Eastern 
The Five-Year Plan for  industrialization implies 
further increases in imports of capital goods, especially heavy 
engineering equipment, entailing substantial exports of food 
grains and primary products in return. Strains arising from 
the industrialization programme are expected to be reduced 
by the economic and technical assistance recently extended 
by the USSR. 


INTRODUCTION 


The years since 1949 have witnessed a rapid recovery 
of production in mainland China. Heavy output losses had 
been caused by the war and civil war but the subsequent 
recovery was substantial and the rate of production of the 


principal commodities (except coal) is reported to have by 
1952 exceeded the pre-1949 peaks by a fair margin. 


Re- 
covery was helped by many factors of which the most impor- 
tant single one, no doubt, was the restoration of peace and 


banking and 


with a total population of 


form. 


of the U.N. Econcmic Commission for the Far East 


order. Although the existing production facilities of the 
country were so seriously under-utilized in 1949, the year 
of the nation-wide civil war, the recovery potential was so 
large that it only needed more orderly conditions and an 
effective government for production to be restored. There 
is little doubt, however, that institutional changes have also 
had an important bearing on the economic recovery since 
1949, and it may be pertinent therefore to give a short 
account of the changes which have altered the framework of 
the Chinese economy in the course of the last few years. 


CHANGES IN ECONOMIC STRUCTURE 


A first change is the completion of land reform. It 
aimed at the elimination of the landlord class through con- 
fiscation of their land and the redistribution of such land 
among the landless and land-poor peasants who are estimated - 
to have constituted about 70 per cent of the farm popula- 
tion. Towards the end of September 1952, the land reform 
was Officially reported to have been carried out in areas 
about 300 million. In some 
other areas, land reform had been carried out already before 
the advent of the People’s Government and by 1952 over 
90 per cent of the rural population benefitted by land re- 
In the meantime, there has been further progress 
in some of the remaining areas, particularly Kwangtung, | 
and it is now mainly national minority areas such as Tibet 
and Sinkiang that are still outstanding. The land reform is 
claimed to have redistributed 700 million shih mou (1 shih 
mou=1/6 acre or 1/15 hectare) or one half of the total 
cultivated land to the peasants and freed them from the > 
payment of rent to the landlords which in terms of food 
amounted to 50 million tons or one third of the total output 
in 1952, thus providing an incentive for increased production. 
The peasant, however, has to pay a land tax which on the 
average was to be 19 per cent of the total sialic in- 
come in 1950. | 


Because of the high man-land ratio in China, the size 
of farms has been extremely small and is estimated to have 
amounted only to 3.76 acres or 1.52 hectares during the 
period 1929-1933. It is also to be borne in mind that in 
China, each individual farm is composed of many scattered 
strips. To cope with this impediment to efficient farming 
and high productivity, the government is promoting or- 
ganized farming, which constitutes a further change in the 
economic structure of mainland China. : 


Organized farming, aiming at collectivization of agri- 
culture, takes generally the form of mutual aid teams. These 
teams, organized largely on a seasonal or temporary basis, 
were developed in communist-controlled and other areas in 
earlier years to meet the needs of small-scale farming, and 


have been greatly extended since the establishment of the 


Central People’s Government, side by side with land reform.. 
According to official estimates, by the middle of 1953, two 
out of every five peasants in mainland China were organized 
in mutual aid teams. The regular year round mutual aid 
teams, on the other hand, are as yet relatively insignificant; 
they have made, however, a start in combining the pooling 
of labour in agriculture with mutual aid in subsidiary oc- 
cupations, have mapped out simple production plans, and— 
with the acquisition, in some cases, of common equipment 
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in the form of draft animals and of tools—have begun to 
introduce improvements in methods of cultivation. 


Mutual aid teams, which are expected to facilitate the 
introduction and application of improved farm techniques, 
have incidentally given rise to several practical issues in- 
cluding, inter alia, (1) the establishment of work priorities 
and the consequent allocation of man-power and equipment, 
and (2) the determination of exchange rations between 
different types of labour. | 


The more advanced forms of organized farming, the 
agricultural producers’ co-operatives, the coliective farnis 
and the State farms, are still very limited in number, but 
are expected to grow in importance. While government 
policy aims at “fully socialist large-scale mechanized col- 
lective farms’, so far only about 0.2 per cent of the total 
rural population participates in agricultural producers’ co- 
operatives, and only about 0.3 per cent of all land now 
under cultivation is worked by State farms, including the 
few large mechanized farms and the more numerous small 
non-mechanized farms operated by local authorities. 


A third notable change is the growth in the number and 
size of State enterprises, some of which were taken over 
from the previous regime. Among the newly established 
State enterprises, the more notable are the People’s Bank, the 
State trading companies for major exports and imports, the 
new railways (especially in North-west and South-west 
China), the new water conservancy projects, and the enter- 
prises in the heavy and textile industries. It is officially 
reported that by October 1952 nationalization extended to 
about 80 per cent of the heavy industry, and 40 per cent 
of the light industry; the government operated all the rail- 
ways and about 60 per cent of the steamships plying in 
home waters; it controlled over 90 per cent of all loans and 
deposits through the People’s Bank; finally, State trading 
companies were responsible for about 90 per cent of im- 
ports and exports, for about half of the wholesale trade 
and for about 30 per cent of the retail trade. 


The area of effective government control of industrial. 


production, however, was even greater than is indicated by 
the above figures. The allocation of raw materials and the 
extension of credit facilities to private enterprises enabled 
the authorities to control about three quarters of the total 
value of their production in the large industrial centres. 


While during the early months of 1952 private traders 
suffered a severe setback, as a result of the government’s 
“five antis” campaign, later in the year a more liberal policy 
was adopted and in November State trading companies were 
directed to confine their retail trading to the minimum re- 
quired to meet the needs of price stabilization. 


The growth of State enterprises enabled the govern- 
ment to encourage the production of export commodities 
and of capital goods while curtailing the production of 
luxury and non-essential items. Furthermore, planned pur- 
chases, the fixing of favourable price ratios, and the supply 
by the State trading companies of incentive goods like cotton 
textiles have helped to encourage the production of major 
agricultural crops such as food and raw cotton. 


There are indications that lack of trained personnel, 
bottlenecks encountered both in the planning stage and in 
the timely supply of manpower, materials, spare parts and 
equipment have led in many cases to waste and inefficiency. 


A fourth change is the rapid growth of the co-operative 
movement in the field of private distribution. In the second 
quarter of 1952 there were 36,482 co-operatives in the coun- 
try with a reported total membership of more than 106 mil- 


lion, of which over 95 million members (or 20 per cent of. 


the total rural population) were in the rural supply and 
marketing co-operatives, and 11 million (or 23 per cent of 


the population of the big cities of Peking, Tientsin, Shanghai, 
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Hankow, Mukden, Canton and Chungking) in the urban con- 
sumers’ co-operative. However, only 10 per cent of the 
nation’s total retail trade in 1952 was transacted by the 
co-operatives, though these co-operatives handled between 
60 and 70 per cent of the total quantity of agricultural ‘Ppro- 
ducts a by the State. 


RECOVERY OF PRODUCTION 


Factors for recovery 


Aside from the restoration of peace and order and the 
institutional changes within the Chinese economy, the fol- 
lowing developments are worth noting as having contributed 
to the recovery of agriculture and industry. 


The first is the improvement and expansion in water 
conservancy work, which initially 
damage to crops arising from recurrent floods on China’s 
principal rivers but which has been gradually extended to 
cover irrigation, navigation, and power generation. Millions 
of peasants participated in the momentous task of rehabilita- 
ting the existing dykes and building the new ones. The 
extent of flooding during the high water period in 1949 
amounted to more than 100 million shih mou of land. This 
figure was reduced, as a result of flood control work but also 
owing to favourable weather conditions, to 60 million shih 
mou in 1950, 21 million shih mou in 1951, and 16 million 
shih mou in 1952. By September 1953, the irrigated areas 
had been expanded by about 46 million shih mou, and 
irrigation and draining installations had been rehabilitated 
or repaired in the existing 210 million shih mou of land. 
On the Hwai river, the first large-scale multiple purpose 
river basin development project was initiated in 1950 and 
is expected to be completed in 1955. It will affect an area 
of 270,000 km and a population of approximately 60 million. 
The flood menace is reported to have been conquered, though 
silting remains an important problem; work is now in pro- 
gress to utilize the water resources for the irrigation of 50 
million shih mou of farm land, for the improvement of 2,000 
km of navigable waterways, and for the establishment of a 
number of hydro-electric power stations to serve agriculture 
and industry. 


A second factor has been the rehabilitation and im- 
provement of transport. During the three years of the 
People’s Republic, up to 1 October 1952, more than 10,000 
km of railway routes were restored, and an additional length 
of 1,255 km of new railways built or completed in the North- 
west and South-west (including the Chengtu-Chungking line 
in Szechwan province, the Laiping-Chennankwan line in 
Kwangsi province, and the Tienshui-Lanchow line in Kansu 
province). Altogether 23,785 km of railways were in 
operation. The new lines under construction in 1953 in- 
clude the Lanchow-Sinkiang Railway which upon completion 
will connect China with the Soviet Union. During the three 
years ending 1 October 1952, 32,438 km of highways were 
repaired and 11,000 km of new roads constructed, thus bring- 
ing the total length of highways in service to 107,438 km. 


While the freight handled by State-owned road transport | 


was increasing rapidly, it still accounted for a mere 4 per 
cent of the total (see table 1). 


TABLE 1 
VOLUME OF TRAFFIC CARRIED BY STATE-OWNED RAIL, 
ROAD AND WATER TRANSPORT IN 1952 
Percentage Percentage 
Million t/km increase Million tons increase © 
over 1951 over 1951 
Rail transport .. 59,461 15.4 131.0 18.5 
Road transport .. 255 89.5 4.0 140.4 
Water transport . 3,961 45.6 5.3 49.6 
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| To meet the needs for technicians and administrators 
at all levels, a thorough overhaul of the educational system 
has been carried out. The number of colleges and faculties 
for engineering, agronomy, medicine, teachers’ training etc. 
were considerably increased during 1949-1952. The added 
emphasis on engineering education led to an increase in 
the proportion of engineering students from about 19 per 
cent in 1946 to 35 per cent of enrolled students, in 1952. 
The total number of students in teachers’ training colleges 
during the second half of 1952 was about 90 per cent above 
1946. A large number of secondary technical schools have 
also been set up to meet the demands of rapid economic 
development. | 


Agricultural production 


Agricultural production in mainland China fell to a 


very low level in 1949 (See tables 2 and 3). | 


TABLE 2 
AGRICULTURAL PRODUCTION, 1949-52 


(Pre-1949 peak=100) 


1949 1950 1951 1952 
Food crops ..... 78.5 91.8 100.5 109.9 
75 ‘97 99 110 
Wheat 72 80 89 101 
Raw cotton 52 83 131 156 
TABLE 3 
3 FOOD AND COTTON PRODUCTION 1949-53 
| Cotton Food 
(1,000 tons) (1,000,000 tons) 
Pre-1949 peak eee 825 140 


According to official estimates, the increase in agricul- 
rapid; in 1952, an 
merease of 10 per cent over the pre-1949 peak has been 
reported for all food crops and of 56 per cent for cotton. 
Steps taken by the Central People’s Government since 1949 
to improve the food situation included efforts (1) to in- 
crease planted acreage and yield, especially the latter by 
improved agricultural methods; (2) to establish State con- 
trol of food supplies by accumulating large government 
to guarantee food supplies to industrial centres 
and famine-stricken areas; (4) to stabilize prices by con- 
to 
encourage economy in food consumption, the use of more 
supplementary food (soybeans, broad beans, peas, peanuts, 


_etce.), and the reduction of wastage in processing, storage 


and transportation. The most significant development in the 
marketing of food since the Central People’s Government 


came to power in 1949 has been the rapid expansion of 


State control. 
result of the absence of transportation dislocations that 


-l|agricultural loans granted by State 


State trade at the expense of private dealers, and, at pre- 
sent, a major portion of the wholesale food business is under 
The distribution of food has improved as a 


plagued mainland China during the period 1937-49. Grain 


| prices have remained relatively stable since 1950, largely 


as a result of State transactions and control, although in 
comparison with pre-war and early post-war years the terms 
of exchange between food prices and manufactured goods 
were not favourable. Good weather during the _ years 
1950-52 has contributed substantially to the recovery of 
production. 


On the other hand, factors adverse to agricultural de- 
velopment were the shortage of farm credit facilities due 
to the elimination of private credit and the inadequacy of 
banking and financial 
agencies, the shortage of agricultural implements, fertilizers, 
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seeds, draft animals, etc., the stifling effect of high agricul- 
tural taxes and the repercussions of a series of drastic 
social and economic changes. 


The Five-Year Plan as announced in February 1952 
provided for an increase of 9 per cent for food production 
in 1953 over 1952. The planned increase was to be achieved 
by increasing yields and by restricting the planting of crops 
other than food crops. This target had to be lowered, how- 
ever, in the face of crop failure in a number of wheat 
producing provinces, to 6 per cent. 


With respect to cotton, poor weather, rather than the 
civil war, was responsible for the low level of output in 
1949. The official estimates reproduced in table 3 above 
claim a three-fold increase from 1949 to 1952, bringing out- 
put to a level more than 40 per cent higher than the 
pre-1949 peak. 


However, throughout the period, output of cotton yarn, 
which is claimed to have exceeded the pre-1949 peak by 
40 per cent in 1952, appears to have been limited by raw 
cotton supplies. Thus while the 1950 cotton production of 
685,000 tons was claimed to be adequate to meet the coun- 
try’s needs, raw cotton imports in that year constituted 
about 18 per cent of the total value of imports. In 1951-52, 
despite further increase claimed for raw cotton production, 
imports, though of a smaller magnitude, from Pakistan, 


_ Brazil, Egypt, etc., were recorded. 


According to official sources, some of the factors respon- 
sible for the rapid increase of cotton production were the 
fixing of a favourable price ratio between cotton and cereals, 
the expansion of the area cultivated, and the improvement 
of yield. The exchange ratios for the three cotton growing 
areas in mainland China from 1950 to 1952 were as follows: 


Ratio of exchange for 0.5 kg of %” cotton lint 


(in kg.) 
1950 1951 1952 
Northwest China wheat ............ 314 4 4%, 
Central South China wheat......... 3% 4 


Cotton acreage, in terms of million shih mou, is claimed 
to have increased as follows: 39.3 in 1949, 56 in 1950, 84 
in 1951 and 79 in 1952. | 


According to official claims the yield per shih mou had 
increased from 21.3 shih chin (1 shih chin=0.5 kg) in 1949 
to. 25.5 shih chin in 1950, 26.6 shih chin in 1951 and 31.3 
shih chin in 1952, owing largely to improved farming methods 
such as early sowing, the planting in rows instead of broad- 
casting, and increasing the number of plants per unit area. 


While from 1949 to 1952 the production of cotton was 
accorded top priority, largely as a result of the need to 
supply the peasants with incentive goods, especially cotton 
textiles, for greater food production and later of the United 
Nations embargo in May 1951 on strategic exports to main- 
land China, there are now indications of a reversal of policy. 
While the revised target for 1953 still provides for an 
increase of 16 per cent in cotton production compared with 
6 per cent for food, it-is significant that the government 
has announced a reduction in the price of cotton in terms 
of grain crops. This added emphasis on food production is 
due to a number of considerations. Food exports provide a 
considerable proportion of the foreign exchange required to 
pay for imports of capital goods. In 1950, over 23 per cent 
of the total value of exports was accounted for by food. In 
order to meet the increasing import reauirements of the 
country, food exports will have to be boosted. Furthermore, 
a reduction in the marketable farm surpluses is anticipated 
on account of land reform and the resulting rise in the con- 
sumption and emergency stocks of cultivators. Finally, the 
rapid progress of industrialization and the trend towards 
urbanization are expected to result in increased urban de- 
mand for staple food. 
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Industrial production 


The index of industrial production of the Central Com- 
mittee on Financial and Economic Affairs, calculated on the 
basis of the output of 33 major industrial products, fell in 
1949 to 56 per cent of the pre-1949 peak, but rose to 126 
per cent in 1952. The production of investment goods ac- 
cording to the index had fallen to 30 in 1949 but reached 
116 by 1952, while that of consumer goods had risen from 
70 in 1949 to 132 in 1955. The rise in the production of 
capital goods compared with consumer goods was modest, 
and it appears therefore that investment on a large scale 
will be required to create a solid foundation for an indus- 
trial economy. Government plans for 1953 provide for an 
increase in the value of total industrial production by 23 


per cent over 1952, partly to be attained by a rise in labour 


productivity of about 15 per cent. 
Available figures for selected items show the following 


chapges during the last three years 1950-52. (see table 
4). 
| TABLE 4 
INDUSTRIAL PRODUCTION, 1950-52 
(Pre-1949 peak=100) 
1950 1951 1952 
Petroleum, crude 51 82 119 
Steel ingots and CasStingS 69 148 
Coal: Coal production is still below the pre-1949 peak 


of about 50 million tons, and strenuous efforts are being 
made to increase output. The largest mines in production 
are, according to size of output, Fushun in the Northeast, 
Kailan in the North and Fuhsin in the Northeast. 


Among the new mines recently opened the most im- 
portant are the open cast workings in the Fuhsin coal fields 
‘which are being developed along the lines of the Donets 
basin coal fields, and which are expected to produce even- 
tually upwards of 10 million tons. 


In the Northeast, nine new mechanized mines are being 
opened, one of which will have an annual production capa- 
city of 1.5 million tons. Other important mines being ex- 
panded or built include those in Tatung (Shansi province), 
Pinghsiang (Kiangsi province), ete. 

Crude petroleum: Crude petroleum production in 1949 
fell to 38 per cent of the pre-1949 peak, but increased to 
51 per cent in 1950. In 1952 the production surpassed the 
pre-1949 peak rate of output by 19 per cent. Crude petro- 
leum is produced in Yumen in the North-west. Some of 
the oil wells which had been developed in Yumen by the 
National Government in early years fell into disuse and at 
one time nearly 50 per cent of the total wells were derelict. 
On its establishment, the Central People’s Government, as- 
sisted by experts from the Soviet Union, rehabilitated the 
derelict wells, and according to current reports oil produc- 
tion appears to be satisfactory. 


At Yenchang in Shensi, the oil fields have also been 
restored with USSR technical assistance and output in 1953 
is expected to be 6% times that in 1950. : 


Elsewhere, extensive prospecting work is being carried 
out in the oil fields of Szechwan (South-west), Sinkiang 
(Wusu fields) and other northwestern provinces. In Sin- 
kiang, prospecting in 1952 by Chinese and USSR experts 
of the Sino-Soviet Joint Stock Petroleum Company proved 
the existence of rich deposits in Tarim and Dzungaria basins 
south and north of the Tienshan ranges. 


for completion in 1954. 
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The rehabilitation of the oil shale refinery No. 2 in 
Fushun in the North-east started in May 1953. This re- 
finery, built under Japanese occupation during the war, has 
been idle for the past eight years, but it is expected to re- 


sume operations to produce petroleum products from oil 
shale by 1954. | 


In the meantime three institutes have been or are 
being established for the training of technicians in oil 
mineralogy in Tientsin, Peking and Changchun, with a total 
enrolment of about 5,000 trainees. 


Electric power: Electric power production in 1949 fell 
to 72 per cent of the pre-1949 peak of 3,600 million KWH 
but increased to 78 per cent in 1950, 117 in 1951 and 143 
in 1952. Appropriations in 1953 for electric power in- 
stallations reached fivefold the figure for 1952. 


Several new plants are being built. In Fuhsin, the coal 
mining centre, one of China’s largest thermal power plants 
is being expanded for completion in August 1953. A modern 
thermal plant in Sian, the largest in the North-west, was 
started in November 1952, and is expected to increase the 
total power generation of the region by 50 per cent. The 
construction in Chungking of the biggest power plant in 
the South-west is well under way; production is expected to 
begin this year. In the Central South a new plant in Cheng- 
chow, Honan province, will increase many times the existing 
generating capacity of the city. In addition, a number of 
medium plants are under construction. in Szechwan, Yun- 
nan, Chekiang, Fukien, etc. Small plants are also being built 
in various cities scattered throughout the whole of China. 


Iron and steel: The industry has made rapid strides 
during 1950-52, particularly in. steel production. As com- 
pared with pre-1949 peaks of 1.9 million tons for pig iron 
and 0.8 million tons for steel, there has been up to 1952 an 
increase of 2 per cent in the production of pig iron and 48 
per cent in the production of steel. 


Iron and steel are now produced in 5 of the 6 regions 
in the following centres: Anshan and Penki in the North- 
east; Tientsin, Tangshan, Taiyuan and Peking in the North; 
Shanghai in the East; Wuhan in the Central South; and 
Chungking in the Southwest. The largest centre is Anshan, 
the rapidly growing steel city of China; recent construction 
activity in Anshan includes the erection of two open-hearth 
furnaces, and the completion of the first automatic blast 
furnace; a seamless tubing mill, a heavy rolling mill and 
a sheet steel mill are at present under construction. In 
August 19538, work was’ begun, with assistance from the 
USSR, on the reconstruction of Anshan’s No. 1 steel mill, 
This plant is expected to provide 
ail the steel requirements of the three mills mentioned above. 


Assisted by Soviet Union technicians, all major blast 
furnaces are now capable of producing top quality basic 
pig iron for steel making, using low-grade iron ore. In An- 
shan, basic pig iron accounted for 90 per cent of the pig 


iron output in 1952, as compared with only 25 per cent in 
1952. 


Machinery: Comprehensive statistics relating 
output of machinery and engineering equipment are not 
available but there are indications of solid progress during 
the past few years. A large number of engineering works 
in the North-east (Anshan, Harbin, Fushun, Mukden, etc.), 
the North (Taiyuan), the East (Shanghai) and the Central 
South (Hsiangtan) are being erected, enlarged and re- 
equipped. In 1953, the responsibilities of the Ministry of 
First Machine Industry included the construction and recon- 


‘struction of 10 large plants of which four are to be newly 


built while six are to be reconstructed and expanded. The 
piants to be erected are a factory for heavy engineering 
equipment, a motor car factory (the first one in China), a 


factory for precision instruments and cutting tools and a 


factory for electrical equipment including turbine genera- 
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tors, etc. The first of these four, the heavy machine making 
factory under erection in Taiyuan, Shansi province, is the 
largest of the engineering plants under construction, and 
when completed in 1955, it will be the first plant in China 
to produce large steel-rolling equipment and other heavy 
engineering products. 


Cotton textiles: Cotton yarn production, which in 
1949 fell to 72 per cent of the pre-1949 peak of 2.3 million 
bales, is reported to have regained the peak in 1950 and 
exceeded it by 8 per cent in 1951 and by 41 per cent in 
1952. An even greater increase has been reported for the 
production of cotton cloth, which is claimed to have ex- 
ceeded the pre-1949 peak of 940 million metres by 9 per 
cent in 1950, by 15 per cent in 1951 and by 67 per cent 
in 1952. On the other hand, textile capacity has risen but 
little : the number of spindles and looms increased respec- 
tively by 15 per cent and 21 per cent’ up to the end 1952. 
The far greater rise in output would seem to imply that even 
at the pre-1949 _ of production, wnemetd was heavily 
under-utilized. 


Owing to the lack of investment opportunities (the 
hoarding of gold and precious metal and investment in land 
are prohibited), cotton textiles had to be relied upon to 
provide the incentive to increase agricultural production and 
to market surplus farm products. No efforts have been 
spared therefore to increase the output of textiles and their 
distribution “in rural areas. 


FOREIGN TRADE 


The foreign trade of mainland China is reported to have 
recovered significantly in 1950 from the 1949 low. Accord- 
ing to published statistics of China’s trading partners, there 
was little change in the value of trade with the countries 
other than the USSR and Eastern Europe during 1950-51, 
while the percentage share of such trade declined from 74 
per cent in 1950 to 39 per cent in 1951, bearing witness to 
the dramatic reorientation of mainland China’s trade. On 
the basis of these figures, it may be inferred that mainland 
China’s total trade nearly doubled between 1950 and 1951 
(see table 5). 


TABLE 5 


CHINA’S TRADE WITH COUNTRIES OTHER THAN THE USSR AND 
EASTERN EUROPE, 1950-52 


Estimated 
total trade 


(3) as per cent 


Trade with countries other than of total trade 


the USSR and Fastern Europe ofmainland of mainland 

(million dollars) China China 

Exports Imports Total (%) (million dollars) 
(1) (2) (3) (4) i (5) 
1956 Full year 476 409 885 74 1,200 
1951 Full year 473 440 913 39 2,300 
1951 First half 250 314 564 _ anes 
1952 First half 151 52 203 -- — 


The trade in 1952 is claimed to have increased over 
1951, especially that with the USSR and Eastern Europe. 


The proportion of mainland China’s trade with the 
USSR and eastern Europe is claimed to have increased from 
26 per cent in 1950 to 61 per cent in 1951 and to 70 per 
cent (estimated) in 1952. The decline of trade with the 
rest of the world reflects the full impact of the United Na- 
tions embargo on the export of strategic goods to mainland 
China. Despite some export restrictions imposed from the 
Chinese side also, the embargo resulted in increasing China’s 
export surplus, thus reversing the traditional excess of im- 
ports financed by emigrant’s remittances and capital imports. 
; While mainland China has entered into barter agree- 
ments with the USSR and other “people’s democracies’’ in- 
cluding Poland, Czechoslovakia, East Germany, Bulgaria, 
Rumania, Hungary, Outer Mongolia and North Korea, the 


through a period of hyper-inflation. 
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Chinese delegation to the Moscow International Economic 
Conference in April 1952 signed barter agreements with 
the industrial and commercial representatives from 11 coun- 
tries of Western Europe and Asia _ (including the United 
Kingdom, France, West Germany, Holland, Belgium, Italy, 
Finland, Switzerland, Ceylon, Indonesia and Pakistan), in- 
volving a total trade valued at $224 million. However, it 
is only recently that a significant increase has taken place 
in the volume of trade with the United Kingdom and France. 
An earlier agreement with Japan, invalving trade to the value 
of £60 million, had to be extended first up to 30 June, 1953, 
and again up to 31 December, 1953. In the meantime, 
agreements have also been signed with India, Pakistan and 
Ceylon for the export of food grains to India and Ceylon 
and of coal to Pakistan in exchange for the imports of 
rubber from Ceylon, raw cotton from Pakistan and jute 
products from India. 


Substantial changes in commodity composition have 
accompanied the reorientation of Chinese trade. AAs shown 
in table 6, between 1936-37 and 1950, many consumer goods 
(especially textiles) and food items have almost disappeared 
from mainland China’s import list, to be replaced by raw 
materials (especially raw cotton and crude rubber), mineral 
oils, chemicals (especially pharmaceuticals) and industrial 
equipment. There has been a notable increase in the re- 
lative shares of food items in the total value of exports. 
For rice mainland China has actually shifted from a net 
import to a net export. basis. Thus in 1951 China exported 
to India more than 66,000 tons of rice. In 1952 rice con- 
tinued to be exported to India and was for the first time 
exported to Ceylon in exchange for rubber. 


The control of foreign trade offers little difficulty since 
the supply of major import and export commodities is almost 
completely in the hands of the State trading companies. In 
principle all foreign trade is to conducted on the basis of 
barter. Trade with the USSR and Eastern European coun- 
tries is conducted by trade agreements. For trade with 
other countries, imports are linked to exports and are to 
precede export shipments. All commodities are classified 
into different categories in order of their economic and 
strategic importance. Imports of articles belonging to one 
category may be bartered ‘with exports of the same or 
lower category but not a higher category. 


PRICE MOVEMENT AND PRICE POLICY 


Price movement 


At the time of the establishment of the Central People’s 
Government in Peking in October 1949, China was going 
From August 1948 
when fapi was replaced by the gold yuan notes, to May 
1949, one month after the fall of Nanking into the hands 
of the People’s Liberation Army, most commodity prices 
increased over a million times. The tempo of price rise was 
reduced after May, yet from June to December 1949 the. 
price index of 13 essential commodities in the six principal 
cities still showed an increase of roughly 107 times. By 
the end of March 1950, however, this run-away inflation had 
been brought under control with the result that the price 
level from April to December 1950 was below that of March 
and that for the year as a whole the price rise over 1949 
was no more than 78 per cent. ‘ 

For the four large cities of Shanghai, Tientsin, Peking, 
and Wuhan, the average weighted index of retail prices, 
with 1950 as 100, rose to 102 during the first half and to 
107 during the second half of 1951. In 1952, it stayed 
at 108 during the first half year, and at 107 during the 
second. Wholesale prices actually declined during 1952. 
According to the statistics of government trade agencies, 
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the general wholesale price index of 52 principal commodities 
in seven big cities (Shanghai, Tientsin, Mukden, Hankow, 
Chungking, Sian and Canton) was 6.4 per cent lower in 
December 1952 than in the corresponding month of 1951. 
Among these, food items other than cereals declined by about 
15 per cent in price, fuel, industrial equipment and materials 
by about 13 per cent, cotton yarn and cloth by about 1 per 
cent, and building materials by 9 per cent. In contrast, 
market price of grain increased in 1952 by about 2 per cent. 


TABLE 6 
DISTRIBUTION OF THE VALUE OF EXPORTS AND IMPORTS 


(In percentages) 


EXPORTS 
1937 


or 


Eggs and egg products 
Grains, coarse 
Hogs, living 
Rice and paddy 
Tea, green and black 
Vegetables 

Cotton, waste 
Hides and skins 
Hog bristles 
Peanuts, shelled 

nt Raw silk, white 
Soybeans 
Wool, goat’s 
Wool, sheep’s 
Coal 
Tungsten ore ...... 

Animals and vegetable oils and fats 
Fats and oils excluding tung oil 

Iron, steel and products including ore 

Others 
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IMPORTS 


Food, drinks and tobacco 
Animal products, canned food, groceries 
Fishery and sea products 
Fruits, seeds and vegetables 
Rice and paddy 
Sugar 
Wheat flour 

Raw materials 
Cotton, raw 
Rubber, crude 
Timber 

Gasoline, diesel oil and kerosene 
Lubricating oils 

Ammonium sulphate 
Pharmaceuticals 
Other chemicals 

Machinery and metals 
Electric cables and wires 
Miscellaneous metal manufactures 

Other manufactures 
Piece goods, cotton, wool, silk and manufactures 

thereof 
Books, paper, 
paper 
Auto tyres and tubes 
Gunny bags, new 
Others 
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FAR EASTERN 


Economic Review 


The control of 


The inflation of the years up to 1950 was brought under ' 


control, owing partly to the restoration of peace and order 
and partly to the enforcement of strong monetary and fiscal 
measures. The restoration of the transport system, the 
recovery of production and the establishment of an efficient 
administration all contributed to stabilization. 


In order to check the speculative flight into commodities. 


on the part of holders of liquid assets, various steps were 


taken during 1949 and 1950 to make the holding of bank ~ 


balances, savings accounts or bonds more attractive. 


the same time new regulations were issued to the control-— 


lers of government funds, who in the period of _hyper- 


inflation appeared to have participated in the general flight . 


from money into commodities. The efforts to curb infla- 
tion reflect an interesting mixture of persuasion and compul- 
sion. At the beginning, the main emphasis appears to have 
been placed on persuasion. Thus to restore confidence in the 
currency and foster saving, deposits were accepted at the 
People’s Bank of China as early as April 1949 in terms of 
commodity units, which provided a guarantee against de- 
preciation. The various savings plans based on these com- 
modity units appear, however, to have played only a limited 
role in restoring monetary stability. 

A more effective attempt to reduce the purchasing 
power in the hands of the public was made through the issue 
of ‘Victory Bonds’ (also expressed in commodity units) 
which were to cover 12.5 per cent of the 1950 government 
expenditure, according to the budget for that year. While 


this issue, backed with official pressure, was successful enough 


to cause in some cases inventory liquidation, it provided in 
fact less than 5 per cent of government revenue. 


In 1950 also a tighter control was instituted over the 
finances of state organs: all their deposits were concen- 
trated in the People’s Bank and their cash in hand was re- 
duced to three days’ requirements. Further measures 
tightened control over capital expenditure and inter-agency 
indebtedness. 


At the end of 1950, the Korean war led to fears of 
a renewal of inflationary pressures. The threat was met 
partly by a drive for arms donation, partly by drastic mea- 
sures limiting the cash balance which could be legally held 
by individuals and private enterprises to PBY 2 million 
(equivalent to $88 at the official rate of exchange). 


It appears likely however that the close and growing 
administrative control over the economy may have contri- 
buted more than any of the measures listed above to the 
maintenance of monetary stability. 


Fiscal policy 


Fiscal policy may have contributed even more than 
monetary policy to warding off the threat of renewed in- 
flation in 1951. While military expenditure rose by more 
than PBY 20,000,000 million, tax revenue increased even 
more; as a result of more efficient collection, taxes levied 
rose far more than money incomes (see table 7). A rapid 
rise in receipts from government enterprises and an in- 
crease in miscellaneous receipts helped to create in 1951 
a large budgetary surplus and to mop up excess purchasing 
power. 


The slowing down of operations in Korea permitted a 
decrease in military expenditure which together with a 
doubling of the allocation to economic construction, is a 
main feature of the expenditure in the 1952 budget; on the 
revenue side, the most impressive feature is the increase in 
collection under ‘other items’ which may be partly accounted 
for by the large sums obtained as fines in the course of the 
“five-antis’ movement. 


July 


plus 
accour 
and 1 
appeal 


T 
Year | 
mentic 
and E 
A mor 
econor 


-eountr 


constr 

by the 
delive 
annou: 
the 3 pl 
by the 


INDUS 


| Tax 
| Rece 
Crec 
th 
Nati 
Soci 
Nati 
Othe 
udg 
| 
| 
l. Ge 
Ind 
I 
2. Ind 
Coa 
Pet 
Elec 
Pig 
Stee 
St 
Cop 
Lea 
Zine 
Mac 
Mac 
Nit 
Ami 
14 — Ce 
Cot 
4 Cott 
1 Pap 
0 Sug 
0 Tim 
23 2 3. <Agr 
Tob: 
Tea 


held 


wing 
ntri- 
. the 


While the year 1950 had ended with a small budget sur- 


plus (revenue exceeding expenditure by 2 per cent), the — 


accounts for 1951 and 1952 showed a surplus of about 19 
and 16 per cent respectively. The 1953 budget estimates 
appear to be balanced. 


THE FIVE-YEAR PLAN 
The year 1953 witnessed the adoption of the first Five- 
Year Plan for Economic Development. The plan was first 
mentioned by Chan Yun, Chairman of the Central Financial 
and Economic Committee, at a meeting in November 1952. 
A month later, Premier Chou En-lai announced that China’s 
economic rehabilitation had been completed and that the 


‘country was now to enter a period of large-scale planned 


construction. 


Thus far, no five-year plan per se has been published 
by the government. - In the report on the 1953 State budget, 
delivered on 12 February 19538, the Minister of Finance 
announced a series of targets for 1953, the first year of 


the plan. Revised targets were announced first on 8 May 
by the Vice-Chairman of the Central Committee on Finan- 
TABLE 8 
INDUSTRIAL AND AGRICULTURAL PRODUCTION—1953 TARGETS 
(1952=100) 
Po Chia Wu (25 
1. General (12 February) (8 May) September) 
Industrial and agricultural production — — 112 
Industrial production .............. 125.6 123 123 
State owned sector 
Labor productivity .......... 116 
Cost of production ............ 95.6 
Agricultural production ............ — — 106 
2. Industrial production 
Steel ingots and castings-............ 123 122.1 123 
139 128.6 128.6 
Metal cutting machines ......... — 104.6 104.6 
Machinery, industrial and mining .... 153 — —— 
Ammonium sulphate 132 
129.7 129.7 
116 110.5 116 
3. Agricultural production 


July 1, 1954 oe 
TABLE 7 
GOVERNMENT REVENUE AND EXPENDITURES, 1950-53 
(PBY 1,000 million) 

1950 % 1951 % 1952 % 1953 % 
Receipts from State enterprises ...........05- 8,695 12.5 30,537 21.5 46,579 24.6 69,985 30.0 
Credit loans and insurance 9 .........eseeeeees 3,276 4.7 5,679 4.0 2,510 1.3 10,280 4.4 
National economic construction ............ ‘ 17,356 25.5 35,109 29.5 73,070 44.8 103,527 44.3 
Social, cultural and educational projects ...... 7,552 11.1 - 18,4387 11.3 22,333 13.7 34,807 14.9 
13,132 19.3 17,455 14.7 19,337 11.8 23,780 10.2 
68,080 100.0 119,019 100.0 163,219 100.0 233,499 100.0 

Budget surplus (+) or deficit (—) ............ +1,354 +23,019 +26,059 — 

% of above in total expenditure ............ 2.0 19.3 16.0 — 


cial and Economic Affairs and again on 1 October by the 
Director of the New China News Agency. The original 


and revised targets are given in table 8. 


As shown above, there has been an over-all reduction 
in the planned rate of increase for 1953 as compared with 
1952: from 25.6 per cent to 23 per cent in total value of 
industrial production and from 9 per cent to 6 per cent for 
food crops. The downward revision of 1953 targets is 
most marked in the case of copper, lead, zinc, and machine 
tools for industrial production and in the case of tobacco 
for agricultural production. The 1957 production objec- 
tives for major industries, as set by the Central People’s 
Government, are reported to be as follows: 


1. Steel production will be 4 times, and rolled steel production 2%) times 
- as great as in 1952. T'wo large metallurgical plants will be built, one 
in Tayeh, an iron mining centre 50 miles southeast of Hankow, and 
the other in Paotow in North China near the border of Outer Mongolia. 


2. Coal production will increase by 60 per cent over 1952 through the 
building of new mines and new fuel processing plants. 


3. Power output will be doubled through (a) expansion of the hydro- 
electric power plant at Hsiao Fengman on the Sungari river and of 
the steam electric plants at Fushun, Harbin, Fuhsin and Diairen in 
the Northeast, and (b) construction of new steam power plants at 
Taiyuan, Sian, Lanchow, Tayeh and Paotow. 


4. Non-ferrous metals. The most important projects seem to be (1) 
expansion of the existing aluminium production at Fushun in the 
Northeast, and (2) reconstruction of a tin combine at Kochinu, Yunnan 
province. 


5. Others include (a) construction of a new large oil refinery in Kansu 
province, (b) building of the first synthetic rubber plant, and (c) 
building of several new fertilizer and pharmaceutical plants. 


The 1953 budget provides for the expenditure of PBY 
104,000 billion connected with economic development, a con- 
siderable increase as compared with PBY 73,000 billion 
for 1952, PBY 35,000 billion for 1951 and PBY 17,000 
billion for 1950. 


While the production of coal, steel and of capital goods, 
with the exception of coal which is still lagging behind, has 
reached and even exceeded the pre-1949 peaks, the output 
of these key products can only meet a small fraction of 
China’s growing needs. The First Five-Year Plan no doubt 
represents a blue print for the strengthening of heavy in- 
dustries as a basis for further industrial expansion. Owing 
to the present very frail foundation of the structure of 
China’s industry (the annual output of steel is estimated 
at less than 2 million tons), the fulfilment of the Five- 
Year Plan will require the importation on a large and 
growing scale of key materials and equipment. The suc- 
cess of the Plan appears to be, therefore, intimately linked 
with the government’s success in placing contracts with 
and obtaining deliveries from the USSR. It is reported 
that the negotiations for economic and technical assistance, 
which were in progress since the latter part of 1952, have 
been recently concluded. According to the new agreement 
the Soviet Union will help mainland China to build or re- 
build up to the end of 1959 and including the enterprises — 
it helped to build in the past three years, a total of 141 
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FAR EASTERN 


ECONomIc REVIEW 


ECONOMIC REPORTS FROM CHINA 


Textile Industry: China’s textile industry this year 
will produce 11.7 per cent more cotton yarn, 12.6 per cent 
more cotton cloth, 23.5 per cent more printed cloth, 15.3 
per cent more woollen textiles and 5.2 per cent more 
gunny bags than 1953. This was announced in a report 
by the Ministry of the Textile Industry. The total value of 
production by state-owned textile enterprises managed by 
the Ministry of Textile Industry will be increased by 12.7 
per cent this year over last. Construction of four big 
state-owned cotton mills is scheduled for 1954 in North, 
Northwest and Central-South China. The number of spin- 
dles in China’s textile industry increased by 14 per cent 
last year, compared with 1949. Reconstruction, expansion 
and construction of a number of mills since 1950 in cotton- 
growing areas increased the number of spindles in such 
areas by one half than in 1949. Since liberation a textile 
machinery plant has been built, and China will be able to 
supply machinery for new textile mills. In 19538, the state- 
owned and the joint state-and-private textile enterprises 
had 64.8 per cent of the country’s total spindles as against 
only 47.6 per cent owned by the State in 1949. The cur- 
rent tasks of the textile industry is to make full use of 
the latent capacity of existing textile mills by improving 
management, raising the technical level and improving pre- 
sent equipment and to build new textile mills in raw mate- 
rial producing areas. The main responsibility of the textile 
industry now, the, Ministry’s report declared, was to better 
satisfy the growing consumer demand for textile goods. 
State textile mills will be built and many more spindles, 
looms and dyeing and printing machinery added during 
the first five-year plan. , 


) Kwangtung Subtropical Crops: Five state mechanised 
farms are planting 2,600 hectares to subtropical crops, in- 
cluding coffee, pineapples and cinchona. These farms were 
set up this year. Their total cultivated acreage is 4,000 
hectares. Three are on Hainan Island. 


Advance Buying of Cotton: 88% of the planned ad- 
vance cotton buying was completed in major’ cotton- 
producing regions between April and end of May. Supply- 
ing and marketing cooperatives have signed advance buying 
contracts with the growers on behalf of state enterprises. 
Advance buying of cotton guarantees a market for cotton 
growers and ensures textile industry adequate supplies. 
Cotton growers already received advance payment. Much 
of this money has been used to buy farm tools, fertiliser 
and seed to increase cotton yield. China’s total area 
under cotton this year is 400,000 hectares more than last. 
North China will produce 29% more cotton this year than 
1953. It produces one-third of the country’s cotton. 


Coal Production: State-owned coal mines overfulfilled 
production target for May by 2.8%. They produced 31.7% 
more than same month last year. Miners of state-owned 
collieries in Northeast China produced 58,000 tens of coal 
above May quota. They produced 600,000 extra tons of 
coal in the first five months this year. Large amounts of 
above-plan output of coking coal have been supplied to 
metallurgical industry of Anshan and Penki in North- 
east. 


Kwangtung Sugar: Kwangtung five state-owned sugar 
refineries produced 13,500 tons more white cane sugar in 
the six months November 1953 to May 1954 than in the 
corresponding 1952 to 1953 period. November to May is 


enterprises including the iron and steel enterprises, the 
non-ferrous metal cnterprises, the coal and petroleum enter- 
prises, machine building factories, automobile and tractor 
works, hydraulic and thermal power stations. Of these 141 
enterprises, 91 are new enterprises and 50 existing ones. 


- Muleng, will be improved. 


sugar season in Kwangtung. This province produced half 
of the country’s sugar output last year. 


Oil-Bearing Crops: Output of rape-seed, which yields 
edible oil, is estimated at 5% greater this year than 1953. 
Harvesting has just been completed. The acreage sown 
this year to peanuts is roughly a quarter of a million 
hectares more than last year. Shantung, which tops other 
provinces in production of peanuts, has sown two-thirds 
of a million hectares to this crop this year, which is 25% 
more than last year. The seed has been treated with the 
root nodule bacteria ‘inoculum both in Shantung and other 
peanut-raising provinces in order to raise the per hectare 
yield. The acreage devoted to sesame, which yields an oil 
widely used in China, is estimated to be as large this year 
as last. Tea seed, valuable for edible oil and lubricant, 
has been sown in many hilly parts of Hunan and other 
provinces. Preparations are made in Hunan to plant 
another 90,000 hectares with tea seed. The cultivation of 
sunflower and other edible oil-bearing plants is being en- 
couraged. | 


Oil Industry: Output of crude oil for May exceeded 
the quota by 9.7%, kerosene by 35.7, Diesel oil by 20.6 
and gasoline by 7.8%, the Ministry of the Fuel Industry 
announce. Compared with May 1953, output of oil in- 
dustry as a whole went up by 56.2%. 


Irrigation: Another half million hectares of arid land 
will be provided with regular water supply this year through 
various irrigation projects now constructed. In North, East 
and Central-South, 137,000 wells and 140,000 water-wheels 
are being added this year. Water pumps being set up will 
protect fields from drought and water-logging. Irrigation 
systems are being repaired or newly-built along the tribu- 
taries of the Yellow River in upper and middle reaches. In 
Inner Mongolia canals and other irrigation works scheduled 
for this year will benefit a total of 36,000 hectares. Canals 
are also being built along Huangshui River, a tributary of 
Yellow River in Chinghai Province. The surplus water of 
the Huai River, stored in the Paisha Reservoir, Honan Pro- 
vince, will this year be led through new canals to arid 
farmland. The reservoir was constructed in 1951 and 1952 
as part of the Huai River harnessing project. Existing 
irrigation facilities along tributaries of the Heilungkiang 
River (Amur River) near the cities of Chahayang and 
In the past four years, irrigated 
acreage increased by 3.8 million hectares. 
average increases agricultural cutput from 50 to 200%. 


Hot Springs Resort: A new workers’ health resort 
has been built at the hot springs near Anshan. It pro- 
vides holiday recuperation or convalescence for 500 workers. 
A cinema, library, sports field and recreation club have 
been constructed and more amenities are added. This 
brings to 32 the number of sanatoria provided by the 
Northeast China Working Committee of the All-China 
Federation of Trade Unions. 


Power Industry: Electrical power industry overfulfill- 
ed the state plan for May by 1.2%. This result came 
from development of inventions and innovations campaign. 


Workers of the Pacting Power Plant submitted 179 ra- 


tionalisation proposals in May. 


Iron & Steel: Enterprises operated by the Iron and 
Steel Administrative Bureau under the Ministry of Heavy 
Industry exceeded the total preduction value of the state 
target for May by 3%. 16 enterprises headed by the Penki 
Iron and Steel Company overfulfilled their monthly produc- 
tion plans. The Penki Iron and Steel Company fulfilled 
May production targets of pig iron by 1.8, rolled steel by 
8.2 and coke by 4.8%. The Anshan Iron and Steel Com- 
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pany which is directly under the Ministry of Heavy Industry 
overfulfilled May production targets earlier, 


Soviet Horses: More than 70 horse-breeding stations 


using artificial insemination methods have been set up this 
year in Heilungkiang, Northeast. They have 200 Soviet 
stallions of fine breeds such as the “Don” and “Kabardian.”’ 
These additional stations will increase the propagation of 
good horses for the horse-drawn farm tools which are coming 
into increasing use in the province. Heilungkiang is the 
biggest grain-growing province in the Northeast. Peasants 
have been flocking to the stations to have their mares regis- 
tered for cross-breeding. Seven of the stations had served 
five thousand mares by mid-May. 


Shanghai Industry: Shanghai industry overfulfilled its 
May targets of production. 180 state-owned and state-and- 
private-owned enterprises exceeded their May norms 3.3 
per cent. 30 products are produced by these factories, 
including steel, rolled steel, machine tools, steam boilers, 
internal combustion engines, ball bearings, blowing engines, 
farm machinery, generators, electric motors, boats, bicycles, 
cotton cloth, cotton yarn and sawn timber. Improvements 
were made in production methods during the month when 
the inventions and innovations campaign spread among the 
workers. 


Peking New Theatre: Construction of a large theatre | 


for operas and plays in main shopping centre will start 
this month. It will be built on a 15,000-square metre lot 
and will seat 1,300 people. The theatre will have a deep 
stage able to hold 400 persons at one time, with a 15-metre 
diameter revolving stage and an orchestra pit for 80 musi- 
cians. Back stage will be a five-storey building with dress- 
ing rooms and rehearsal halls and a recreational club for 
the actors. The theatre foyers will be of marble and de- 
corated with carvings and sculptures. There will also be 
a large ballroom and a roof garden. The project has been 
designed by the Ministry of Building Construction. 


Construction in Central-South: State investment in 
iron and steel industry in Central-South China this year 
will be three times that of last. Investments in coal and 
engineering are up by one-fifth. Over 400 construction 
projects have been started in the area, including expansion 
of Tayeh Steel Plant, construction of new shaft mines in 
Pinghsiang and Tsiaotso, expansion of Wuhan Electric Motor 
Plant, Changsha Machine Tool Plant and Siangtan Elec- 
trical Machinery Plant, and construction of a 100,000-spindle 
cotton mill in Chengchow. Many new highways and rail- 
ways have been built, linking up construction sites with 
railway arteries—the Peking-Hankow, Canton-Hankow and 
Lunghai. | 


New Oil Wells: One-third of crude oil output of Yumen 
Oil-field last month came from new wells drilled this year. 
The Yumen Oil-field plans to produce twice as much crude 
cil this year as last, through the sinking of new wells. 
Drillers finished sinking one-third of the new wells by end 
of May by use of Soviet high-speed drilling methods. 


Hot Springs Sanatorium: Construction of a 400-bed 
het springs sanatorium has started in southern Kansu Pro- 
vince. Built by the Kansu Department of Public Health, 
the sanatorium will have six hot springs. Construction 
covering nearly 10,000 square metres is scheduled for com- 
pletion next spring. 


Fushun Coal Mine: The open-cut coal mine in Fushun, 
China’s biggest coal-producing centre, will turn out 33 per 
cent more coal and 13 per cent more oil shale this year. 
Work is being continued on enlarging Fushun’s huge open- 
cut coal mine, which extends east-west for over 6,000 
metres and 1,000 metres north-south. By the end of this 


year, the mine should be from 30 to 60 metres further to. 


the north as the mine is expanded. The open-cut coal mine 
accounted for over one-third of Fushun’s total coal output 
last year. 


Steel Plant: The productive capacity of the state- 
owned Tangshan Steel Plant will increase 54 per cent this 


July when expansion work is completed. The plant is one 
of North China’s major steel enterprises. Expansion of the 
plant was started this February. 80% of the work was 
completed by end of May. 


Automobile Workers: Architects finished preliminary 
designs for workers’ community of China’s first automobile 
plant. The community plan includes housing, nurseries, 
kindergartens, primary and middle schools, shops, clubs and 
a cinema. Construction of the plant began on July 15th 
last year. It will go into partial production this year. 


100 Millicn Pigs: China will raise 100 million pigs this 
year according to the plan of Ministry of Agriculture. 
During past few years, supply of pork has grown with in- 
creased consumer demand. In 1953, number of pigs raised 
was twice of 1949. The consumption of pork in 1953 was 
10% more than in 1952, with five major cities, Peking, 
Tientsin, Shanghai, Canton and Wuhan reaching 20% more. 


Cotton Industry in Honan: Three textile mills are 
being expanded. The Yu Pei Cotton Mill run by the Pro- 
vincial People’s Government will add 12,000 spindles ‘this 


year and become a 50,000 spindle mill with an annual out- 


put of 40,000 bales of cotton yarn. The Yu Pei Mill is 
one of the dozen new textile, printing and dyeing and knit- 
wear mills the Provincial People’s Government has built. 
These mills have 120,000 spindles. The two other mills 
being expanded this year are joint state-private enter- 
prises. The Chung Yuan Textile Company, one of a num- 
ber that have moved to Honan from the coastal cities, will 
add 100 automatic looms this year. ; | 


Anshan Products: More than 300 new products are 


being produced by the Anshan Iron and Steel Company 
this year. Included are heavy steel rounds and channel 
beams, seamless steel tubes of varying thickness and bore, 
welding rod steel and high-grade chrome magnesium bricks. 
Other new products, including heavy angle steel and I-beams, 
medium channel beams and castiron pipes of 1,000 milli- 
metre diameter, will soon be produced by the company. The 
Anshan Company has supplied hundreds of varieties of seam- 
less tubes. Various types of heavy structural steel have 
been produced to specification for construction of the 
Yangtze River Bridge, China’s first automobile plant and 
other large-scale projects. Broad steel rails are being 
supplied for the Lanchow-Sinkiang and the Paoki-Chengtu 
Railways in Northwest and Southwest China. 


Production Items: The Wuchang Railway Coach Fac- 


tory in Wuhan is now putting refrigerator cars into pro- 
duction. This will enable people living in the border re- 
gions of China to get more fresh meat, fish, vegetables and 
fruit. A new foodstore with ten departments for all kinds 


' of meat, fish, vegetables, fruits and provisions, is under con- 


struction in Chinchow, Liaosi Province. It has a total 
floor space of 13,200 square metres. The newly established 
South Sea Marine Products Company in Canton is construct- 
ing a small shipyard, a workshop to make fishing gear and 
a refrigeration plant, in preparation for large-scale open 
sea fishing. The Harbin Linen Mill in Northeast China 
produced 1,530,000 metres of bleached linen and 2,150,000 
metres of canvas during the past five months. Heilung- 
kiang Province is extending its paddy fields by 5,000 
hectares, bringing the total acreage to 25,000 hectares. 


Futseling Reservoir: The Futseling Reservoir Dam has 
been completed. The reservoir is one of the most com- 
plicated hydro-technical projects ever built in China. Con- 
structed across the Piho River, which is a tributary of the 
Huai River in its middle reaches, the dam wipes out the 
traditional flood menace along the Piho by regulating the 
water level of the reservoir. All major work on the reser- 
voir has now been completed, except the spillway to. lead 
water away from the reservoir during times of unusually 
heavy flow. Besides continuing the spillway, workers are 
now installing generators in the hydro-electric station on 
the reservoir. The station, which is expected to begin par- 
tial operation this year, will have a total capacity of 9,500 


(Continued on Page 25) 
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FAR EASTERN 


ECONOMIC’ REVIEW 


ECONOMIC LETTER FROM TOKYO 


The principal commodity markets continue to slump. 
The decline is due to the slashing of sales quotations by 
makers under pressure of slack domestic demand, waiting 
sentiment of overseas buyers and swelling inventories. 
Failures among textile enterprises which had _ decreased 
slightly in April, resumed an upward trend with their 
liabilities increasing and affecting also woollen spinners— 
thereby accentuating cautious market sentiments. In metals, 
shipments of iron and steel for electric power resources 
development and public works indicated a slight increase, 
but prices continued to weaken on account of severe sales 
competition. On the other hand, tin, rubber, sugar, red 
beans, etc. firmed. Prices of tin and rubber rose in re- 
flection of firm markets in producing centers; sugar rose 
from fear of raw sugar shortage for the immediate future 
caused by delay in import announcement. The sharp up- 
turn in red bean prices is ascribed to scarcity and covering 
operations of shert sellers, as well as to speculative opera- 
ticns (including sugar). Chemical fertilizers, cement and 
petroleum remain unchanged, with demand and_ supply 
balanced. Although certain commodities have shown a 
strong tone, deflationary sentiments are gradually becoming 
generalized. Particular attention should be paid to signs 
that point to the gradual spreading of deflationary forces 
over the productive phase, and to indications of production 
adjustment moves. | 


Dealing with current economic conditions in Japan and 
their counter measures, in an address delivered at a general 
meeting of the Federation of Economic Organizations (big- 
gest organization of business administrators in Japan), the 
Finance Minister emphasized that the present retrenchment 
policy would be firmly adhered to. Salient points of his 
talk were: (1) Some point to the excessive effects of 
the recent retrenchment policy, but the Government will 
pursue its retrenchment policy with a view to reducing 
eccmmodity prices by 5% to 10% in the immediate future. 
(2) The price of rice had to be raised annually as it had 
been determined mainly from the producers standpoint. 
This would be re-examined, in an effort to eradicate an 
inflationary factor. (3) It is out of line to hear argu- 
ments in favor of a lower yen exchange rate. The Govern- 
ment last fall issued a statement to the effect that main- 
tenance of a stable currency value would constitute the 
core of Gov’t. policy. The existing foreign exchange rate 
will be maintained by all means. (4) The Government 


would like to back up the present retrenchment measures 


with an over-all policy in order to produce concrete results 
as soon as possible for attainment of the original objec- 
tives. 

As against this, the Federation, in a resolution adopted 
at the general meeting, expressed critical views of the 
Gov’t. retrenchment policy giving excessive weight to the 
fiscal and monetary phases, declaring that lop-sided 
Government measures have been responsible in no small 
measure for the recent business difficulties encountered by 
the coal mining, iron-steel and shipbuilding industries, and 
urged speedy stabilization of the political situation and 
adjustment in economic policies from an over-all stand- 
point. 

According to the 1953-54 fiscal year (April-March) 
coal demand-supply record, coal output was limited to 
43,538,000 tons, the same level as for the previous year 
(48,747,000 tons), reflecting a decrease in output caused 
by the floods in Kyushu. and the miners’ strikes. On the 


other hand, demand was slack, amounting to 42,404,000 


tons (42,387,000 tons in the previous fiscal year), despite 
the 21% rise in industrial activity level. As a result, 
dealers’ inventories reached 2,608,000 tons, indicating an 
annual increase of 9%. Such a conspicuous levelling off 
in demand for coal is attributed to sharp changes in the 
composition of energies consumed (electrification and diver- 
sion to heavy oil) by the National Railways, vessels, food 
processors, glass and machinery makers, and this is the 
fundamental cause of the recent aggravation of conditions 
in coal trading. During the subsequent period of April to 
mid-Miay also, coal deliveries were dullish, whereas output 
was favorable, and dealers’ stocks on May 20 registered a 
striking increase to 3,223,000 tons. Under the situation, 
tight financing of mining companies and depressed condi- 
tions of coal trade have been intensified, with both direct 
sales prices and wholesale prices pursuing an uninterrupted 
downward _ trend. In coping with these developments, 
mining companies are considering measures for restricting 
output, some leading companies having already effected 
cutbacks by increasing miners’ holidays. Meanwhile, the 
Government has finally come to consider a sharp cut in 
heavy oil consumption, but resistance to such a step is anti- 
cipated from heavy oil consuming industries and oil re- 
finers, as the Gov’t. had heretofore encouraged diversion 
to heavy oil. 


Following deliberations on the maximum and minimum 
prices of raw silk for the new silk year (June 1954-May 
1955), the Raw Silk Price Stabilization Council decided 
to keep the maximum price unchanged at the existing level 
of Y230,000 per bale of 20-22s A grade ($4.84 per pound) 
and. to raise the minimum price by Y10,000 from the 
existing level to Y190,000 per bale ($4.00 per pound), and 
submitted its recommendations to the Government. The 
Gov’t. adopted the recommendations. The raise in the 
minimum price was adopted by the Council in considera- 
tion of the raw silk production cost and incentives to in- 
creased production of silk cocoons. With respect to the 
maximum price, some urged a raise of Y10,000 or over, 
but it was decided to keep it unaltered in keeping with 
the low price policy and promotion of raw silk export. 
Output of spring cocoons for this year, even after giving 
allowance to damages caused by the late frost, is estimated 
at 13,162,000 kan, or an increase of 7.4% over the previous 
year. This, together with the slack raw silk export, anti- 
cipated shrinkage in domestic demand and the tightening 
of silk cocoon purchase funds, is expected to force cocoon 
prices below last year. On the other hand, raw silk prices 


have fallen rapidly since the beginning of May, owing to 


contraction in demand and increase in inventory. The 
quotation on May 31 slumped sharply to Y216,000 per 
bale, which compares with Y249,000 at the close of April. 


After negotiations of about a year, the Government on 
May 29 announced that a diversified payment system based 
on the West German-Japanese Payments Agreement would 
come into effect as from June 1. Whereas, all transactions 
between the two countries had been settled through open 
accounts of the central banks, the new system permits 
foreign exchange banks of the two countries to hold claims 
in U.S. dollars based on the open accounts, so that exchange 
transactions may be settled withcut passing through the 


central banks, signifying a step forward in the normaliza- 


tion of international trade. The new system, which opens 


‘the way for the utilization of usance bills, is also expected 
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to improve trade relations between the two nations which 
had heretofore been conspicuously one-sided (Japan in 1953 
imported $49 million worth of goods from West Germany 
while exporting only $24 million to that country). Salient 
points of the new system follow: (1) Authorized foreign 
exchange banks will establish reciprocal U.S. dollar corres- 
pondent accounts, and all exchange transactions between 
the two countries will be settled through such accounts. 
(2) Existing open accounts held by the Bank of Japan 
and the Bank Deutscher Laender will make remittances only 
to cover funds required for the settlement of accounts 
through the aforesaid correspondent accounts of the de- 
signated banks. (8) Besides permitting interbank open- 


dollar transactions, the designated banks will be allowed to 


grant credits mutually under their correspondent con- 
tracts. | 
Selected Indicators 
Currency, Price, Production, Foreign Trade 
1950 1951 1952 1953 1954 

: Dec. Dec. Dec. Dec. Apr. 
Bank Notes 422,063 506,385 576,431 629,891 543,972 
Tokyo Wholesale 

Price Index 28,436 35,624 34,238 36,083 36,364 
Ind. Prod. Index 102.5 124.7 134.2 169.1 164.9 
Export ($1,000) 116,581 165,796 113,636 139,742 126,847 
Import. ($1,000) 109,603 161,419 201,755 264,475 252,833 

Production of Essentia] Commodities 

1950 1951 1952 1953 1954 
Commodities (unit) Mon. Mon. Mon. | 

Ave. Ave. Ave. Dec. Apr. 
Coal (1000 M.T’.) 3,205 3,609 3,613 3,986 3,883 
Pig-iron ( - ) 186 261 290 410 403 
Steel ( 9» ) 291 401 406 434 445 
Electrolytic copper (M.T.) 7,062 7,579 7,867 9,386 10,097 
Zine 4,084 4,696 5,836 7,482 8,561 
Aluminum Pas 2,064 . 3,076 3,555 4,200 4,059 
Sulphur 7,719 11,869 14,705 15,386 14,207 
Cement (1000 M.T.) 372 546 593 807 953 
Ammonium 

sulphate ) 131 140 163 163 178 
Raw silk (bale—132 Ibs.) 12,568 15,1385 17,124 22,781 15,854 
Cotton yarn (mil. Ibs.) 44 62 65 91 90 
Cotton fabric (mil. sq. yds.) 128 182 187 259 277 
Rayon fabric ( " ) 33 41 41 54 55 


(Continued from Page 23) 


kilowatts. The dam is 510 metres long and 74 metres high. 
Its construction involved intricate technical problems. Over 
1.7 million cubic metres of earth and stones were cleared 
from the foundation of the dam and 190,000 cubic metres 
of concrete poured. : 


Sino-Finnish Trade Pact: 
China and Finland for the period from May ist, 1954, to 
April 30th, 1955, negotiated in Peking, was signed at Hei- 
sinki on June 21, 1954. The agreement stipulates that the 
value of trade shall be fifty million rubles for each country. 
China will export to Finland oil seeds, tung oil, tea, resin, 
bristles, silk and other traditional Chinese exports. China 
will import from Finland paper, cardboard, machinery and 
metal products. To balance the trade between the two 
countries, China will pay for part of the goods exported by 
Finland in the currency of a third country. 


Forest Railway: A new 71-kilometre railway through 
the forest area of the Great Khingan Mountains in Inner 
Mongolia has been opened to traffic. The railway, which 
links up with the Harbin-Manchouli Railway to connect with 
other parts of the country, is carrying timber from new 
+ pia centres to supply the country’s economic construc- 

on. 


Six Hundred Million People: China now has a popula- 
tion of 600 million. This was announced by Teng Hsiao- 
ping, Secretary-General of the Central Election Committee. 


According to returns of the Central Census Office, 573,876,- } 
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670 was the figure gained through direct census; in those 
national minority areas where local elections had not taken 
place the figure of 8,708,169 was gained by indirect census. 
The overall total included estimated figures for Taiwan 
and for Chinese resident abroad. 


Elections: Elections to local people’s congresses at 
the lowest level have been completed throughout China. 
The elections are for rural districts (hsiang) and urban 
districts. Of the total registered electors, 85.88 per cent 
took part in the elections. The total number voting was 
278,093,100 out of a total registered electorate of 323,809,- 
684. Of registered women electors 84.01 per cent went to 
the polls. Total number of deputies elected to people’s con- 
gresses at the lowest level during these elections was 5,669,- 
144 and they were elected from 214,798 electoral units. 
Women deputies constitute 17.31 per cent of the total 
deputies. The total number of persons deprived of election 
rights, including mentally deficient persons, is 1.64 per 
cent of the population or 2.82 per cent of the population 
over the voting age of 18 years of the areas in which 
elections have been carried out. The population of these 
areas is 571,434,511. 


A trade agreement between 


FRANCE Marseille 
VIETNAM Saigon, Haiphong, Hanoi, 
Dalat, Tourane, Cantho. 
CAMBODIA Battambang, Pnom-Penh 
LAOS Vientiane 
FRENCH SOMALILAND Djibouti 
FRENCH INDIA Pondicherry 
TAHITI Papeete 
NEW CALEDONIA Noumea 
NEW HEBRIDES Port-Vila 
ARABIA Jeddah, Alkobar-Dhahran, 
Dammam 
CHINA Shanghai, Tientsin, Canto 
ETHIOPIA Addis-Ababa | 
GREAT BRITAIN London 
JAPAN Tokyo 
MOROCCO Tangier 
SINGAPORE Singapore 
THAILAND Bangkok 


BANQUE DE L’INDOCHINE 


(Incorporated in France with Limited Liability) 


Capital: - Frs. 2,000,000,000.— 
Head Office: 


96, Boulevard Haussmann, Paris. 


BRANCHES & AGENCIES 


BANQUE DE L’INDOCHINE (South Africa) Ltd. 
Johannesburg, Port Elizabeth 


HONGKONG AGENCY—5, Queen’s Road C. 


Manager: C. Chauvin de Precourt. 
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FAR EASTERN : 


Economic Review 


TFIINANCE & COMMERCE 


~ HONGKONG EXCHANGE 
AND GOLD MARKETS 


Report for the week of June 21-26: 


Gold 

June High .945 Low .945 Macao .99 
21 $2524 25134 Low 259% 
22 25214 251% 
23 252% 251 
24 252 25114 
25 252% 251% 
251% 260°, High 


The opening and closing prices were 
$252% and 251%, and the highest and 
lowest were $252% and 251. During 
the week under review, the market 
was quiet with an easier undertone, for 
influencing factors were all on the side 
of bears. Peace hope in Indochina was 
the outstanding factor, increasing stock 
with continuous arrivals, less demand 
for export, and cheaper cost for re- 
import to the Colony from Macao were 


the others. Rumours spread that un- 
official charges for import duty in 
Macao may be reduced in the _ near 
future as the controlling syndicate 


knows well how to act so as to en- 
courage business to import more gold. 
Future trend of the market will be 
quiet and prices will come down slowly 
as better news regarding South East 
Asia is expected. 

Interest for change over in_ the 
fictitious forward market favoured 
sellers, and amounted to $1.43 per 10 
taels of .945 fine. This heavier interest 
was due to the increasing stock and 
decreasing off-take. Tradings totalled 
68,400 taels or averaged 11,400 taels 
per day. Positions taken figured at a 
daily average of 54,900 taels. Cash 
sales totalled 15,360 taels, of which 
9,360 taels listed officially and 6,000 
taels arranged privately. Imports 
were all from Macao and amounted to 
13,500 taels. A shipment of 28,000 
fine ounces arrived in Macao via the 
Colony last week, a similar one is 
expected this week. Exports figured 
at 7,500 taels, of which 4,000 taels 
were consigned to Singapore, 2,000 
taels to Rangoon, and 1,500 taels to 
Indochina. These exports are expected 
to decrease this week, as profits are 
being reduced further with prices on 
the decline in S.E. Asia. Differences 
paid for local and Macao .99 fine were 
$12.50—12.20 and 11.90—11.70 respec- 
tively per tael of .945 fine. 

Cross rates worked in the Exchange 
were US$38.00—37.94. Contracts of 
9600 ounces were concluded at 37.87 
C.LF. Macao. 


Silver 
June 21-26 Bar per tael $ coin $ 200 coins 
High $5.40 3.48 2.79 
Low 5.39 3.45 2.63 


The market was quiet and prices 
appreciated on higher and _ steadier 
world prices but tradings were limited 
and confined to requirements by local 
silversmiths. Total tradings were for 
bars 2,500 taels, for $ coins 3,000 
coins, and for 20c coins 6,000 coins. 


Platinum, Precious Stones and Jewelry 


Evropean platinum’ plates’ were 
quoted at HK$620 to 640 and Japanese 
pieces at $530 to 550 per tael which 
worked out at about the same price 
in New York of US$87 to 84. Japa- 
nese gocds were discounted by almost 
15 per cent due to their lower fine- 
ness. Stock in the Colony was too 
high for the requirement of jewellers 
here. 


Diamends of high water weighing 
one carat or over were quoted 
HK$3,000 to 4,500 per carat, of medium 
grade $1,000 to 2,000, and lower 
grades cr of stones below one carat 
$500 to 1.000. 
in line with US$ 


gold, prices 


quoted this year seemed to be steady, 


and importers placed their orders with 


Holland, Belgium, Switzerland and 
South Africa for new stones’ and 
about HK$3 millions worth arrived 


this year. Diamonds carried out from 
China by refugees or travellers were 
reduced to a minimum, for strict con- 
trol by the Communists prevented any 
flight of capital. Local buying § was 
bad this year due to poor general busi- 
ness condition. Some of the erstwhile 
rich Shanghai refugees disposed of 
their diamond possessions. High class 
stones were however smuggled _ into 
Japan, mostly to meet the requirements 
of the American armed forces there; 
medium quality stones were shipped to 
the Philippines, and lower grades to 
Singapore and other South East Asia 
ports. Profits made of these dealings 
were about 10-20%. The smuggling 
to Japan has been greatly reduced in 
recent months for Japanese authorities 
intervened and forfeitures resulted. 


Jade prices went up this year by 
about 30 per cent in comparison with 
those of last year. These higher prices 
were caused by increased costs in ob- 
taining unpolished jade stones from 
Burma. After the occupation of the 
continent by the Communists, many 
skilful polishers or cutters of Peking, 


Shanghai and Canton came the 
Colony, and unpolished jade _ stones 
were shipped here for their’ work. 


Public sales, about once a month, were 
made in the Colony by importers of 
these unpolished jade stones, and such 
sales totalled over $1 million during 
the first five months this year. Finer 
and rarer jades were smuggled to the 
United States and average stones to 


After drops last year 


at 


South East Asia ports; local sales were 
only a small proportion of the output. 


Cultured pearls imported and smug- 
gled from Japan were too much for the 
market and local requirements and 
prices dropped continually. Emeralds. 
and other precious stones were infre- 
quently traded. Ornaments of gold 
were not usually bought by the local 
population. Local goldsmiths and 
jewellers were experiencing a tough 
time. Sales resistance has developed 
to such a degree that many  old- 
established firms would prefer to close 
down but there is still hope that next. 
year better business will be seen here. 
The jewellery trade depends for its 
prosperity mainly on the tourists which 
include very prominently the US 
servicemen. This is especially true of 
the business of silversmiths. Traders 
are however little concerned with the 
local market, they are using Hongkong 
as an entrepot for precious 
But the purchasing power in Far 
Eastern centres has also declined and 
the appetite for diamonds is not what 
it was a few years ago when hoarders 
were the principal customers and the 
Chinese could be persuaded to store 
up some of their ‘hot’ money in pre- 
cious stones. 


US$ 
June High Low High Low 
21 $579 57814 578%, 
22 578% 5784, 578 5773 
23 577%, 5773, 
24 57814 577%, 577% 577 
25 57814, 578 577% 
26 579 57814 578% 57714 
D.D. rates: High $577% Low $5764. 
The market was very quiet and 
prices fluctuated within a narrow 
margin. There was no news to give 


any effect to the market, and business 
was reduced; trading totals -were for 
T.T. US$830,000, for Notes US$395,- 
000 in cash, and US$2,450,000 for 
forward, and for D.D. US$160,000. 
Future trend of the market is expected 
to be quiet and easier in tone for 
commitments for gold purchases were 
practically all met. In the T.T. sector, 
funds from Japan, Korea and Taiwan 
were offered freely, and requirements 
by gold and general importers were 
well met. Bangkok and _ Philippine 
merchants were inclined to sell again, 
their offers having been reduced very 
much in the past few weeks. In the 
Notes market, speculators were quiet, 
agents cf the Communists began to 
buy cash notes again, presumably for 
payment of goods ordered here, while 
American sailors spent over US$300.- 
000 in notes here last week. Interest 
favoured’ sellers, amounted to 11 
cents per US$1,000. Positions taken 
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figured at a daily average of US$2% 
millions. In the D.D. sector, business 
‘was without activity. 


Far Eastern T.T. 


Highest and lowest per foreign cur- 
rency unit in HK$: Philippines 1.915— 
1.89, Japan 0.014375—0.014025, and 
Indonesia 0.215—0.21. Highest and 
lowest per HK$ in foreign currency: 
Malaya 0.535, Indochina 14.00, and 


Thailand 3.70—3.60. Sales: Pesos 
215,000, Yen 95 millions, Indonesia 
Rupiah 2 millions, Malayan Dollars 


230,000, Piastre 16 millions, and Baht 
3 millions. 


Yen trading continued to decrease 
on the intervention of the Japanese 
authorities in the Hongkong-Japan 
smuggling business. Baht appreciated 
on tight money market there, for it 
was reported that the Thailand Gov- 
ernment Bank has reduced about one- 
fifth of their note circulation. The 
opening of the Hongkong branch of the 
Bank of Bangkok may induce more 
Baht trading here. Indonesian’ ex- 
change was again traded here but the 
rumour of depreciation there remained 
in the minds of operators. 


Chinese Exchanges 


Chinese official exchange rates were 
unchanged at 4,270 yuan per HK$, 
22,270 per US$, and 65,980 per £ 
Sterling. People’s Bank Notes gained 
in value and quoted HK$168—161 per 
million, but little business concluded. 

Taiwan official rates were without 
change at $15.55—15.60 per US$ and 
2.72—2.74 per HK$. Taiwan Bank 
Notes quoted at HK$213.50—204.50 
per thousand, and _ remittances at 
217.50—215.00. Market was idle and 
only small business done. 


Bank Notes Market 


Highest and lowest per foreign 
currency unit in HK$: England 15.63— 
15.53, Australia 12.20—12.18, New 
Zealand 14.183—14.10, Egypt 14.00, 
South Africa 15.30—15.28, India 1.15— 
1.125, Pakistan 0.95, Ceylon 0.98, 


Burma 0.70, Malaya 1.826—1.822, 
Canada 5.845—5.84, Philippines 1.955— 
1.9475, Macao 1.035—1.03, Japan 
0.0153—0.01 49, Switzerland 1.20, 
France 0.0155—0.01545, Indochina 


0.0755—0.0715, Indonesia 0.22—0.215, 
and Thailand 0.268—0.263. Market 
was very quiet and business small. 


* 


FINANCIAL DEVELOPMENTS 


(By a Chinese Native Banker) 


_ Hongkong continues to be the lead- 
ing international market place in the 
Bast; here actual imports and exports 
flow through which are recorded in 
the trade statistics of the HK Govern- 
ment, financial transactions pertaining 
to trade not moving through the Colony 
are effected, East-West commerce of 
the barter type with balances accruing 
in commodities and/or exchange is 
being handled, leakages and _ illicit 


trading (non-recorded imports-exports) 
with | 


occur regularly (in connection 
bullion movements, commodity deals 
involving Japan, Korea, Indochina, Red 
and KMT China etc.), Macao business 
of varied type is being settled here, 
narcotics and drugs are being handled 
in cooperation with dealers in this 
line in other SE Asian ports. To set 
off or clear balances resulting from 
such transactions, involving recorded 
and unrecorded trade and movement 


of goods and bullion, Chinese’ mer- 
chants and financial brokers have 
created a_ special ‘market’. These 
clearings often involve very large 


amounts as for instance in recent un- 
recorded trade with Japan. Balances 
from commodity transactions are used 
by operators in the arbitrage and in the 
triangular market. This latter market 
is also strongly patronised by European 
merchants. 


The trade with Japan has now for 
a long time engaged the attention of 
exchange operators as HK exports to 
Japan (declared and smuggled ones) 
provided a steady source of supply of 
US funds and notes; the amount of, 
say, watches or drugs brought from 
here (mostly by Chinese crew mem- 
bers) into Japan has been very large 
and consequently Japanese 
for them became a matter of some 
importance in the local US$ market. 
But proceeds of unrecorded exports to 
Japan also were delivered in the form 
of disposable yen funds, in a Japanese 
bank or in cash, and such yen was 
disposed of through triangular ex- 
change operators. (A certain amount 
of such yen funds went into the tourist 
business thus indirectly assisting in the 
promotion of Japan’s tourist industry 
as travellers could obtain yen at a 
much lower rate than charged by au- 
thorised banks). US notes, from US 
personnel spending in Japan = and 
Korea as well as bases in Pacific, have 
been finding their way to Hongkong in 
payment of unrecorded imports. Yen 
trading here has been active for a 
long time and as long as smuggling of 


goods will continue the local yen 
market should continue with brisk 
turnovers; quotations however’ are 


usually arrived here after information 
(by illicit radio receivers) has been 
obtained about the market in Tokyo 
and Osaka. The Japanese authorities, 
to conserve exchange and prevent 
illicit imports and certain harmful 
goods to reach Japan, have tried to 
enlist the cooperation of various gov- 
ernments for the purpose of stopping 
such trade or trafficking. Negotiations 
have been underway for some time 
and may remain so for a still longer 
time. 


With regard to the Philippines there 
is a considerable volume of unrecorded 
trade going on, as exports from here, 
mainly to circumvent exchange con- 
servation measures of Manila, are re- 
gularly reaching that country (drugs 
also forming part of the. shipments) 
and in return US currency, drafts, 
gold bars arrive here. Manila bullion 


payments 
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merchants are anxious’ to dispose in 
Hongkong a larger and more regular 


quantity of domestic gold production 


but the steady supply of bullion from 
London reaching HK by air has cut 
down on this Philippine business. The 
inflow of oversea Chinese remittances 
from the Philippines, constituting un- 
authorised capital exports from that 
country, is always providing adequate 
finance for illicit imports into’ the 
Islands. A lot of the unrecorded trade 
between North Borneo and the Sulus 
and other parts of southern Philippines 
is also set off here in the exchange 
market. In the case of Indonesia the 
regular exports of bullion to that Re- 
public present exchange — operators 
with many problems, mainly how to 
obtain payment here or in New York. 
From various ports in the Archipelago 
undeclared exports to HK are being 
effected, including silver. It seems 
that Djakarta is not displeased at all 
with the arrangement of getting via 
HK large supplies of gold _ into the 
country. With China there exists via 
Macao a channel for certain though 
on the whole small scale exports to 
that country comprising goods which 
are on the embargo list but this matter 
does not concern HK as shipments are 
made from a German or Portuguese 
port direct to Macao; financial set-off 
is sometimes taken care of here. 


The trend of yen is weak; recent 
appreciation was the result of improved 
US rates—for a short while only. Yen 
depreciation rumours remain but cau- 
tious operators discredit them. The 
local crossrate moves around 400 yen 
to the US$ against the official 360 yen. 
Baht is now steady after a period of 
rumours and attacks caused by tem- 
porary stringency of exchange control 
in Bangkok. The Thai currency re- 
mains freely convertible and the free 
exchange market in Bangkok has never 
been interfered with by the authori- 
ties. The economy of the country is 
sound and investments can only be en- 
couraged there. Piastres were weak 
and the outlook is not favourable. 
Though the US would assist if the 
Vietnam and French governments re- 
quired it, the basic difficulty of the 
economy and of the currency is the 
long drawn out warfare. The link of. 
piastre with the franc gives the Viet- 
nam money sufficient strength but any 
long position in piastres should not be 
considered. The Chinese People’s cur- 
rency, in spite of many rumours to the 
contrary, remains stable. altera- 
tion of the present exchange rates is 
probable. The highest denomination 
note is now 100,000 yuan, previously 
50,000. The black markets in China 
are practically inoperative. Deprecia- 
tion of the yuan is not likely. 


Sterling purchases, of any available 
type, have been noted here for many 
months now, the purpose. being to 
hoard in a currency which promises 
improvement in the rate against other 
currencies, mainly the US$. The pro- 
gress of Britain’s trade and general 
economic affairs has impressed Chinese 
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financiers. It is deemed possible that 


the present cross rate will be changed 
to a higher one, perhaps around US$3, 
or that no fixed rate will be set from 
a certain time on. Convertibility is 
far off but the £/US$ rate, at present 
2.80, is not realistic, the devaluation 
of sterling having been overdone. 
Securities in London have found buyers 
here and in S.E. Asian countries where 
investors still show interest in keeping 
some funds in the UK. London’s re- 
emergence as financial centre of the 
world is encouraging such investments 
in Britain. Some flight of capital from 
Malaya, Indochina, Indonesia has aided 
the current trend to favour investments 
in the UK and in other Commonwealth 
countries, mainly Canada and Aus- 
tralia/New Zealand. 


HONGKONG SHARE 
MARKET 


A firm trend prevailed throughout 
the week. Demand for public utilities 
was steady and gains by the end of 
last week were high. Market develop- 
ments:—-Monday: Responding to encou- 
raging week-end political developments 
the market made good progress | and 
gains were widespread. In_ public 
utilities, Trams especially were pro- 
minent, and Yaumatis were better on 
renewed demand. Hotels, Lands and 
Dairies were also well supported, and 
of the others Wheelocks made a not- 
able recovery. Towards the close, light 
profit-taking appeared and market 
favourites were occasionally below the 
day’s best, but the undertone remained 
steady. Tuesday: Following Monday’s 
gains there was a pause for consolida- 
tion on the market and activity was 
reduced. Utilities were quieter and in- 
clined to give slight ground where 
changed, but the general pattern show- 
ed only minor variations. The under- 
tone at the close was satisfactory. 
Wednesday: The market was idle and 
dull throughout the half day’s trading 
session today. Higher advices from 
London for Hongkong Bank shares 
created some demand locally which led 
to a further improvement in the price 
to $1,655. Hotels were also firmer 
but elsewhere the market was feature- 
less. The undertone, however, remain- 
ed quite steady. Thursday: The mary- 
ket was in a buoyant mood and rates 
hardened over a large front. In Utili- 
ties, Electrics and Yaumatis were keen- 
ly sought at advancing prices and 
finished firm. Cements also were bet- 
ter and Textiles after a period of dull- 
ness changed hands 15c higher. In- 
vestments and speculative inquiry for 
Wheelocks and Hotels created interest 
at those counters, and at the close the 
list was steady to firm. Friday: Thurs- 
day’s good undertone was confirmed on 
the market and the. general list made 
further headway in the recovery move- 
ment. Under the leadership of Elec- 
tries, Utilities edged higher and offer- 
ings were absorbed without difficulty. 


Hotels and Dairies were also in de- 
mand and trading at each counter was 
fairiy brisk. The Wheelock’ group 
were quiet, but Textiles were in de- 
mand and business was only curtailed 
by shortage of supplies. Banks and 
Unions were unaltered, and Thursday’s 
advance in Cements was fully main- 
tained. The close was very steady. 


SINGAPORE SHARE 
MARKET 


Towards the end of the period tid- 
ings of firm New York and London 
markets were greeted in this part of 
the world with little confidence. 
Realists regard the dropping of a sop 
by the Chinese delegate at Geneva, to 
prolong the Conference, as part of the 
normal Communist technique, whilst at 
the same time there remains their un- 
altered objective of not making any 
concession sufficient to lead to an agree- 
ment. Locally, despite the steadiness 
of both staples, there was no adequate 
stimulus to overcome the general in- 
disposition of operators or stir the 
embers of a stagnant and featureless 
market. The total business written 
showed a further decline. 


The Industrial Section had a poor 
week but in only a few counters did 
selling pressure cause a lowering of 
prices. Fraser & Neave Ords came 
down to $1.92% with buyers over and 
Malayan Breweries had exchanges at 
$3.20. United Engineers shed 10 cents 
with business at $12.15 whilst buying 
interest in Singapore Cold Storage 
temporarily evaporated. Exceptionally, 
Malayan Cements and Wm. Jacks with 
buyers at $1.37 and $2.77% respec- 
tively, showed a _ small 
The usual Wearne Bros. interim divi- 
dend of 5% had no effect on the shares 
with business at $2.37% but Henry 
Waugh had increased inquiry at $1.77%. 
The turnover in overseas investments 
was maintained. | 


Tin shares closed in slightly 
stronger note with greater demand 
evident. Lower Perak touched 14/- 
and Kuala Kampar, which had eased 
on the dividend announcement of 3/-, 
recovered to 35/3. After a_ small 
turnover at. 57 cents Batu Selangor ad- 
vanced to 60 cents and buyers of 
Austral Amalgamated raised bids to 
12/1% without any _ success. The 
Tronoh, Malayan and Southern Mala- 
yan declarations of 20% had no effect 
locally and business in London regis- 
tered tins was confined to Ayer Hitam 
at 25/3, a small number Kinta 
Kellas under 7/- and Renong Tin from 
11/9 to 11/6, the supply of all three 
being limited. 

The market in Raub was unchanged 
after publication of the progress re- 


port for 16 weeks to 22nd May. Gold 


production was at a slightly lower rate 
than in the preceding period, caused to 
some extent by plant difficulties, heavy 
rain and public holidays. Work is 
proceeding on the installation of the 


improvement. 


21/6, Hide & 
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retreatment plant. In this connection 
It is of interest to note that in pre- 
war years a retreatment plant aug- 
mented production very considerably. 
In 1938-39, 7459 fine oz., and in 1939- 
40 9146 fine oz. of gold were recovered 
from this source. 


There was selective but unobtrusive 
buying interest in Rubber shares with 
small business in a greater number of 
counters. Persistent inquiry for Jeram 
Rubber resulted in a satisfactory turn- 
over at 2/9 and 2/9%. 


Famine continues in the local Loan 
market but apparently not in London 
where Stock Exchange quotation has 
been granted to:— 


£2,900,000 3% Federation of Malaya 
Loan 1960-70. 


£1,895,000 3% Federation of Malaya 
Loan 1974-76. 


It is believed that the stock was 
placed privately by the Crown Agents 
but despite an expensive Public Rela- 
tions service Malaya has been singu- 
larly ill-informed regarding these im- 
portant transactions. 


Business done 12th—18th June 1954. 


Industrial:—Fraser & Neave Ords $1.95 to 

$1.92%4, Federal Dispensary $2.95 ed, Gam- 
mons $3.00, Hammers $3.00, Malayan Bre- 
weries $3.30, Straits Steamship $17%%, Union 
Insurance of Canton $453, United Engineers 
Ords $12.15, Henry Waugh $1.75, ‘Wearne 
Bros., $2.874%4 ed. Wilkinson Process $1.05. 


Tin:—Ayer Hitam 25/4%, Batu Selangor 57 
cts., Hong Fatt $1.37%4, Kesang 60 cts., Petal- 
ing $3.22% and $3.20, Rantau $2.10 and 
$2.11, Sungei Ways $2.95 to $2.90, Austral 
Amal. 12/1%, Berjuntais 24/-, Katu 23/3, Kuala 
Kampar 35/6 to 34/9 to 35/- ed., Kundang 
32/-, Larut 10/4%4, Lower Perak 13/9 to 14/-, 
Rawang Tins 9/4% and 9/6, Sungei Bidor 35 /-, 
i ea 6/9 and 6/10%, Renong Tin 11/9 
a 


Rubber:—Benta 67% cts., Changkat Serdang 
74 cts., Hamilton 95 cts. Jeram Rubber 2/9 
and 2/914, Mentakab 60 cts., Radella 62% cts., 
S. Bagan $1.55, Sungei Tukang 75 cts., Ulu 
Benuts 20 cts. 


Overseas Investments:—British:—British Bor- 
neo Pets. 39/-, British Ropes 6/-, Coast Lines 
Co. (New) 4/2%, Hide & Co. 
(Old) 4/5%4, Shell Transport (Regd) 117/6, 
Standard Motors 7/3% to 7/6. 


Australian:—Containers Ltd., A 24/1, Foy & 
34/8, Oil Drill Explorations A 1/-, Oil Search 
A 23/10, Pekos (Contributing Shares) A 5/7, 
and 5/9, Skipper Holdings A 13/3, Western 
Mining Corporation A 15/1. 


African:—O.K. Bazaars ‘B’ 47/3%. 


HONGKONG TRADE 
REPORTS 


More transactions were concluded 
but as most contracts were for limited 


quantities only few popular items 
featured price gains. The market on 
the whole. was firm. Korea _ ordered 


substantial quantities of cotton yarn; 
China took up some industrial chemi- 
cals while Taiwan drew pharmaceu- 
ticals, metals and paper from local 
commodity market. Japan’s trade with 
Hongkong was in favourable balance 
and it was speculated that Japan would 
buy more from this Colony during 
next month. Indonesia’s foreign ex- 
change allocations were much delayed, 
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however; special exchange was issued 
for cotton yarn from Hongkong to 
meet urgent demand. Thailand cut 
her export rice price to attract buyers 
and her purchases from Hongkong 
would not improve unless this Colony 
buys more rice from her. Shipments 
to Southeast Asian ports were much 
curtailed by the rain. Only few new 
orders were received from these 
sources. Metals were buoyant with 
prices of popular items, especially those 
in short supply, on the increase. In- 
dustrial chemicals were brisk but 
Korea and Taiwan slowed down by 
the end of the week. Prices, however, 


were steady. Pharmaceuticals im- 
proved with buying interests from 
Taiwan, Korea, China and _ India. 


Paper was more active 
Korea and Indonesia in the market 
and further supported by local con- 
sumers. But as quantities of these 
orders were limited and Japanese 
stocks of popular items were heavy 
prices failed to gain despite increased 
European indents. China produce turn- 
2d slow and popular items with heavy 
supplies were barely steady. Prices of 
cotton yarn and piece goods were 
steady but rice, sugar and wheat flour 
registered price drops. 


Korea: Seoul invited HK to bid for 
she supply of the following: (1) 213,- 
}00 yards of light blue worsted cloth 
und (2) round steel bars, structural 
steel plates, structural steel angles, 


with Taiwan, 


iydraulic jacks, twist drill, electric arc 


welder and a trailer-type air compres- 
or for the construction of a rivetted 
mwridge. Korea’s order for HK cotton 
yarn amounted to US$3.5 million. The 
umount earmarked for HK _ cotton 
yiecegoods was US$165,000. Orders 
ncluded__ khaki, grey sheetings, jeans 
ind drills and coloured & bleached 
‘loth. Korea also ordered ten 77-ton 
ishing trawlers from Hongkong. The 
{orean fishing fleet has now recovered. 
{n additional 125,000 metric tons of 
ish are needed yearly to meet her 
lomestic demand. United Nations Re- 
‘onstruction Agency allocated $1,900,- 
)00 for all phases of assistance to the 
Corean fishery industry and the ten 
rawlers ordered represent part of the 
econstruction program. 


Taiwan: After the recent slow-down, 
‘aiwan took up some 200,000 vials of 
venicillin’ G, 200,000 units; 400 am- 
woules of insulin; 1% tons saccharum 
actose; 1% tons aspirin powder; 
‘0,000 vials dihydrostyeptomycin and 
ther popular items’ in pharmaceuti- 
als, metals and paper. Taiwan also 
nquired for 7,000 tons of scrap iron 
ut her interest in industrial chemicals 
vaned. Taipei traders also purchased 
voodoil, maize, beans and gypsum from 
ocal markets and shipped about 1,000 
ases of tea to Hongkong for. re- 
xport. After the issue of the 4th 
eriod foreign exchange allocations Tai- 
van would probably be more _ active 
n local commodity market. 


‘China: China’s interest was limited 
0 industrial chemicals. and pharmaceu- 


ticals. Low ceiling prices further re- 
stricted her purchases. Meanwhile she 
is sending more native products to 
Hongkong. Following her export of 
newsprint, China sent straw boards to 
compete in local market. Marine pro- 
ducts and canned food were also ex- 
ported in substantial, quantities. Among 
the recent arrivals were dried squid 
from Foochow, mussels from Ningpo, 
dried shrimp Tsingtao, dried 
oyster from Po-on, and canned stewed 
beef, curried chicken & fried fish from 
Shanghai. The recent increase in in- 
surance rate with respect to China- 
bound vessels that call at or sail from 
Baltic or Black Sea ports from 1% 
to 5% would have little bearing on 
HK-China trade. 


Japan: During the Jan.-May period 
Japan’s export to Hongkong amounted 
to HK$146,217,402 while her import 
from HK was only $43,474,077. Japanese 
importers planned to step up their 
purchases from Hongkong and among 
the scheduled £200,000 purchases were 
soyabeans, vegetable oils, silk waste, 
pharmaceutical chemicals and_ scrap 
iron. Out of the recent rush of Japa- 
nese goods to this Colony, local im- 
porters gradually discovered some ship- 
ments do not match with samples. The 
Office of the HK Government in Tokyo 
has taken action to press for a settle- 
ment of outstanding commercial claims 
in respect of the supply of bad quality 
goods or for non-delivery against con- 
tracts. It is disappointing that after 
she had gone through all the trouble 
and overcome all obstacles to reopen 
the market for her products in Hong- 
kong, some Japanese firms should adopt 
unfair practices again. Let us hope 
that the Japanese trade _ authorities 
will take steps to remedy the situation 
so as to prevent similar occurrences 
in the future. 


Indonesia: Djakarta is short of for- 
eign exchange and the authorities are 
working hard to save expenditures and 
restrict the import of non-essential 
items. Special allocation of foreign 
exchange was granted for the import 
of cotton yarn from Hongkong to meet 
the urgent demand _ in _ Indonesia. 
Other priority items which would get 
special allocations were _ industrial 
chemicals, metals and _ structural steel. 
In Djakarta and other major cities in 
Indonesia, commodity prices were on 
the rise. Apart from  price-rise of 
food, prices of real estate, motor cars, 
refrigerators, cameras and_ radios 
moved up. Price hikes also _ affected 
cotton yarn, industrial chemicals, 
metals, cement and pharmaceuticals. 
Only cotton piece goods remained 
steady due to recent heavy imports. 
Partly responsible for the upswing of 
commodity prices was the report in 


Djakarta that the import deposit will 


be raised from 50% to 100%; however, 
there was no official confirmation. 


Thailand: To facilitate her trade 
with Hongkong, Thailand established 
her first bank abroad in Hongkong. 
The Bangkok Bank Limited, Hongkong, 


vanized iron 
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is a branch of the semi-official Bangkok . 
Bank Limited in Bangkok. The Hong- 
kong branch is a member of the Ex- 
change Banks Association of Hong- 
kong. The Thai Government owns. 
60% of the shares of the Bank which 
has a nominal capital of 50 million 
Baht. Hongkong’s export trade with 
Thailand during Jan.-May period this 
year amounted to $55.5 million which 
is a $8 million drop from $63.8 million 
of the corresponding period of 1958. 
Exports from Hongkong to Thailand 
further dropped since the beginning of 
this month. Other reasons for the 
decline were (1) the onset of the rain- 
ing season and (2) weak purchasing 
power & sagging prices on Thai mar- 
kets. However, last week Thailand 
ordered 120,000 pairs of army boots 
from Hongkong amounting to 
HK$3,120,000. Thailand’s import re- 
strictions of mainland China products 
were further tightened last week and 
many consignments suspected to be 
of China origin were detained by the 
authorities. Gifts brought into Thai- 
land by passengers, if produced in 
China, were also’ confiscated. Goods 
thus detained included fruit, salted 
vegetables and bambooware. Since 
July 1953, Thai authorities have been 
expanding the list of articles in the 
eategory of “luxuries” prohibited im- 
portation into Thailand and many 
commodities produced in China (cereal, 
bambooware, stoneware, salted vege- 
tables, joss sticks etc.) were included. 
Up to now, Thai foreign exchange 
situation has not improved sufficiently 
to warrant the import of these non- 
essentials which Thailand can produce 
domestically. 


Metals: The trend was buoyant and 
local price gains encouraged indent 
increases of some popular items. Due 
to lack of indent offers and low stocks, 
prices of black plate and_ tin plate 
reached new heights under constant 
output and local demand. Scrap iron 
was not only favoured by Japan but 
attracted Taiwan importers who en- 
quired for 7,000 tons. Popular items 
in short supply were black plate waste 
waste, copper wire, pig lead, and gal- 
pipe. Galvanized iron 
sheet was first lowered by new arrivals 
from Japan but later rose with orders 
from Korea. Mild steel angle bar, gal- 
vanized iron pipe, tinplate waste waste, 
steel wire rope and zinc boiler plate 
were in good demand and prices were 
firm. 


Industrial Chemicals: China’s interest 
was keen but limited by her low ceil- 
ing prices. Korea and Taiwan slowed 
down but prices of popular items re- 
mained firm. China’s interest included 
tanning extract, shellac, sodium bichro- 
mate, amber petrolatum, sodium nitrate 
and sodium cyanide, all of which re- 
gistered price gains. Korea was in- 
terested in carbolic acid, caustic soda, 
lithopone and industrial tallow while 
Taiwan asked for sodium cyanide. 


Pharmaceuticals: Taiwan was active 
in purchases of pharmaceuticals. Korea 
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China and India were comparatively 
quiet. Prices of popular items were 
firm. Taiwan’s. orders included peni- 
cillin, insulin, saccharum lactose, aspirin 
powder, dihydrostreptomycin, ephedrine 
hydrochloride, amidopyrin, phenacetin 
crystal and quinine’ ethylcarbonate. 
Korea was interested in dihydrostrep- 
tomycin, atophan tablets and _ testos- 
terone ampoules. China’s_ interests 
were limited by her low ceiling prices 
while India took up 1000 _ bottles of 
synthomycrytine capsules. 


Paper: Following the price increases 
in some of the Scandinavian Paper 
Mills Association products, Japan manu- 
facturers also tried to increase their 
indent prices. Market was more active 
but as quantities were small and sup- 
plies from Japan of seme _ popular 
items were heavy, prices failed to im- 
prove. M.G. pure sulphite managed 
price gains on the strength of low 
stock and keen demand from Taiwan. 
Unglazed kraft improved’ with good 
demand and short supply, while pitch- 
ed kraft, glassins, art paper and cel- 
lophane eased under pressure of heavy 
arrivals from Japan and lack of de- 
mand. Strawboard from China (26” 
x 31”? 8 oz/16 0z) were quoted at only 
$415 per ton f.o.b. Shumchun for one 
month delivery and duplex board was 


firm with buying support from Indo- 


nesia. 


Cotton Yarn and Piece Goods: The 
first lot of cotton yarn contracted by 
Korea under FOA funds amounted to 
US$3.5 million. Aside from FOA aids, 
extra foreign exchange was allocated 
by Korea for cotton yarn imports to 
meet keen market demand over there. 
Local mills have ordered about HK$1 
million worth of raw cotton from US 
where there are surplus stocks avail- 
able at reasonable prices. About 3,000 
bales of raw cotton from Brazil were 
ordered by one mill. Despite these 
purchases local yarn market was quiet 


as local demand was’ weak. Prices, 


however, were firm. view of 
Korea’s import ban on Japanese manu- 
factures, Hongkong stands a better 
chance to compete with other produc- 
tion sources in getting piece goods 
orders from Korea. However, as these 
orders probably would be placed direct- 
ly with weaving mills; local market 
was indifferent towards it. Prices in 
general were firm. 


Rice, Sugar, and Flour: Price of rice 
eased as Government increased _ the 
allocations from stockpile. Thailand 
last week announced new set of prices 


and scale of price reductions as 

follows: 

White Rice Reduction Scale New Price 
per metric ton 

15% broken by £1.10s £43 7s 

20% 99 by £3.10s £44.17s 

25% by £3.10s. 2d. £43.i4s 

Al superior (broken) by £5 £28 .10s 

Al special me by £5.2s £27 

C1 special by £6 £21 

Cl ordinary * by £6 £20 

C3 special nes by £2.10s £16.10s 


Glutinous Rice: Price reduction scale same as 
that for white rice. No change in existing price 
of White Rice 100% whole to 10% broken. 


Sugar was sluggish. Outport demand 
dropped while more supplies arrived 
from Japan. Tight money among 
dealers was also a bearish factor. The 
wheat flour market continued to re- 
cede under heavy arrivals. As the new- 


_ly arrived lots were ordered at cheaper. 


indent prices the arrival depressed the 
entire market. 


China Produce: Orders from Europe 
showed limited interest: tea, citronella 
oil, pineapple in tins, bamboo _ sticks, 
cassia lignea, straw braids, aniseed oil 
and peppermint oil. China _ recently 
set the export floor price of woodoil at 
$1,920 per long ton f.o.b. Shumchun 
and announced that aniseed oil must 
be exported together with cassia oil at 


the ratio of 2 drums of aniseed oil 


to one drum of cassia oil. New ex- 
port prices were $900 per picul for 
aniseed oil and $800 per picul for 
cassia oil. Purchases by Taiwan, India, 
and Southeast Asian countries were 
slower and as supplies from China 
poured into HK steadily, prices of 
most popular items were marked down. 
Demand for rosin, soya beans and green 
peas was good but prices were eased 
by heavy arrivals. Heavy stock on 
hand caused price drops of _ bitter 
almond, realgar, cassia oil, camphor oil, 
groundnut oil, groundnut kernel, black- 
sesamum seed, rice bran and wheat 
bran. 


mand. Citronella oil registered price 
gains with the strength of improved 
quotations in London and increased cost 
in Taiwan. 


French Commercial Enquiries: The 


French Commercial Counsellor in 
Hongkong (601 Jardine House, 14-16 
Pedder Street, Tel. 35750, Cables 
“Comatta Hongkong’) is M. R. Gri- 


maud who should like to show local 
traders, interested to buy various 
commodities from France or to sel! to 
France and French Union terrivories, 
the lists containing names and ad- 
dresses of French commercial  enter- 
prises. The lists include names of 
many well-known firms who specialise 
in all kinds of industrial and capital 
goods, in produce and luxury supplies 
of a very great variety. Local firms 
wishing to contact French firms should 
produce, when calling on the office of 
M. Grimaud, the necessary banking re- 
ferences. 


The French Commissioner Coun- 
sellor also has compiled a list of in- 
ternational fairs, local fairs and ex- 
hibitions which are going to be held 
during the second half of this year. 
There are about 380 such fairs and 
exhibitions to take place in’ France, 
both in Paris and in the leading cities 
of the country. Many manufacturers 
and traders 
attend at one or more of these fairs 
and exhibitions. Lists of these fairs 
and information about them can be 
obtained from the office of M. Gri- 
maud. The wide range of industries 
exhibiting and the trend to show to 
the French and overseas enquirers the 


Red beans, peppermint oil and 
toasted garlic eased due to lack of de- . 


~Non-Conference 


may find it valuable to’ 
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many new products of this age is high- 


ly impressive and deserves’ widest 


publicity. 
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COMMERCE 


Insurance & Freight: London insur- 
ance rates for China-bound cargoes 
from Europe on vessels that call at 
or sail from Baltic or Black Sea ports 


last week increased from 1% to 5%. 


Taiwan’s capture of vessels sailing 


from Baltic and Black Sea ports was 


the cause for the increase. The Lon- 
don insurance market paid £400,000 
for the loss of the Polish tanker 
“Praca” which was seized by Taiwan 
last October. Another £400,000 for 
the motor vessel “President Gottwald’’ 
captured by Taiwan on May 13 would 
also have to be paid to the owner. As 
to shipping between US and Hong- 
kong, local importers, especially wheat 
flour merchants, recommended to 
American exporters to request the 
Pacific Far East Freight Conference 
to reduce freight rates. Local flour 
importers who tried desperately to 
brace themselves to face world drop 
in wheat and flour prices and the 
threat of Hongkong Flour Mills which 
would soon start production, claimed 
that the varied freight tariffs of com- 
peting carriers made _ it difficult to 
calculate costs. At present the Con- 
ference freight rate for wheat flour is 
US$17 per ton and for wheat $15 per 
ton. Non-conference freight is much 
lower. In the case of wheat some 
non-members quote $11 to $12 while 
others only around $10. However, 
as the negotiation would take some 
time to succeed, reports that freight 
rates between US and Hongkong are 
to be adjusted by the end of June 
are premature. On the other hand due 
to keen competition of Japanese and 
non-Conference carriers, freight rates 
from Hongkong to Southeast Asian 
countries recently were slashed. The 
reduction was particularly heavy in the 
case of the Japan and Thailand routes. 
carriers charged 
freight as low as only one-half of the 
Conference tariffs for shipment to 
Thailand and Japan. Conference mem- 
bers tried to improve the situation by 
raising discounts allowable in the case 
of large bookings to 40% upon prior 
approval by the Conference. Several 
vessels sailing from HK to Japan and 
Thailand charged $19.20 per ton for 
beans from HK to Japan (over 1,000 
tons). The nominal rate is $32. Gen- 
eral cargo from HK to Thailand was 
$43 per ton as compared with the 
conference tariff of $72. The tariff 
reduction by Conference members 
further heightened competition of non- 
Conference vessels. Scrap iron shipped 
to Japan was recently charged only 
$20 per ton. The Conference rate is 
$36. Deck cargo and sundries to Thai- 
land were charged at $35 per ton by 
non-Conference | steamers. Similar 
conditions existed 


‘uly 


(sian 
10t as 


Chailay 


Japa 
‘ormal 
0 the 
nissior 
(ECAI 
30 WO: 
-ommo 
tations 
the me 
rade f 
Jalane 
jared 


jiminis 


yer ce 
aver, 1 
20rts | 
yon din; 
mport: 
ron 
ind sh 


vheat 
Jayme? 
nillion 
thange 
ind pa 
e 
‘rom t 
irst ti 
$93.8 

‘avour: 
since J 
mi 
With I 
2merge 
1p imp 
2ven 
Under 
Mebrua 
30 con) 
nade 
Jan.-Ju 
million 
yarn e 
months 
lion, 
staple { 
balance 
1, 195: 
$97.77§ 
Japan’s 
ly raw 
ly low. 
and ra 
since 
shipme! 
is the 

tile inc 
shipme) 
and fa 
impact 
Govern 
the enc 


percent 
month. 
and 
slightly 
month. 
ped by 
waste 


in other Southeast 


‘uly 1, 1954 


Asian routes but the reduction was 


10t as heavy as that for Japan and 


| Thailand lines. 


1 was 
the 
tariff 


mbers 


rice 10,750; 
wheat 6,260 and wool 4,966. 


T tile industry, 


_ Japan: Last week, Japan was 
‘ormally admitted as a full member 
© the United Nations Economic Com- 
nission for Asia and the Far East 
(ECAFE). Japan would now be able 
0 work through ECAFE (for the 
ommon economic prosperity of the 
1ations of Asia and the Far East. In 
fhe meantime, however, Japan’s foreign 


- wade for May showed an unfavourable 


yalance of Y40,194 million. 


Com- 


dared with April, exports and imports 
_jiminished by 1.1 per cent and 6.4 


yer cent respectively. Exports, how- 
ver, increased by 12 percent and im- 
20rts by 15 percent over the corres- 
sonding period in 1953. Exports and 
mports breakdowns of May: (in 1 
M.Y)—-Experts: Cotton textiles 7,223; 
ron ore 3,830; shipping 2,127; fish 
ind shell 2,071. Imperts: Raw cotton 
petroleum 6,761; 
Excess 
Jayments during May rose to $18 
nillion from April’s $9 million. Ex- 
thange receipts totalled $171 million 
ind payments $189 ‘million. Of the 
otal exchange receipts, dollar dropped 
from the $100 million level for the 
irst time in six months and reached 
693.8 million. Sterling showed a 
‘avourable account for the first time 
since July 1952, receipts amounting to 
25 million and payments $32 million. 
With Indonesia Japan introduced a new 
2mergency measure designed to step 
1p imports from Indonesia in order to 
sven up Japan’s excess trade account. 


Under Japan’s trade policy enforced in 


February, exporters of cotton and 
other textile goods were not allowed 
30 continue bulky exports unless they 
nade corresponding imports. During 
Jan.-June Japan exported 146,615 yards 


of cotten cloth valued at $38 
million to Indonesia. Staple fiber 
yarn exported during the first five 


months this year totalled $1.086 mil- 
lion, rayon textiles $1.083 million and 
staple fiber textiles $12,000. The trade 
balance during the period from July 
1, 1953 to June 15, 
$97.778 million: in favour of Japan. 
Japan’s imports from Indonesia, main- 
ly raw rubber and hides were extreme- 
ly low while her exports of cotton cloth 
and rayon textiles expanded markedly 
since last year. But if Japan cuts her 
shipment of textiles to Indonesia, which 
is the biggest market for Japan’s tex- 
where else should the 
shipment go? Stocks of cotton yarn 
and fabrics were increasing under the 
impact of business depression and 
Government’s tight-money policy. By 
the end of May, stocks were 15 to 43 
percent higher than’ the _ previous 
month. May production of cotton yarn 


Mpoes and fabrics, with a few exceptions, 
slightly decreased from the previous 
Th * month. Output of cotton yarn drop- 

ts ped by 4 percent to 200,155 bales and 
akan waste cotton yarn by 3% to 1,531 
bales. On the other hand,» production 


of both mixed cotton yarn and other 


1954 stood at 


kinds of yarn increased, the former by 
18% to 5,281 bales and the latter 
by 19% to 4,316 bales. Both cotton 
fabrics and staple fiber goods decreased 


by 1% amounting to 273,374 square 


yards and 37,153 respectively. 
Meanwhile, stocks of imported raw 
cotton at spinning and trading com- 
panies amounted to 577,000 bales as 
of May 31, an increase of 6% over 
that of April. The increase was due 
to smooth import of US raw _ cotton 
under the $60 million cotton credit. 
May cutput of raw silk as compared 
with April went down by 12 percent 
to 13,890 bales, while 40 out of the 
total 294 silk-reeling factories were 
forced to suspend operations because 
of the decreased cocoon production. 
Japanese silk weavers, scarf manufac- 
turers and shippers resolved to ap- 
proach the US House of Representa- 
tives for speedy passage of a revision 
of the Flammable Fabrics Act. Since 
the Act was passed last summer, Japan 
petitioned US to revise it as it affects 
the Japanese silk export. 
last month exempted Japanese light- 
weight silk fabrics and scarves from 
the ban on the import of flammable 
fabrics. The original Act was sche- 
duled to come into force on July 1 if 
the American House of Representa- 
tives would not approve the revised 
bill by then. About 56. percent of 
outstanding silk fabric and scarf ex- 
port contracts would have to be can- 
celled if the original Act should be en- 
forced. 


China: From Ceylon China resumed 
her purchase of crepe rubber outside 
the scope of the rice/rubber _ barter. 
China paid one rupee 57 cents for 
Ceylon crepe. The Singapore FOB 
rice was only R.120. In New Delhi, 
while Chou En-lai and Nehru put their 
heads together trade talks between 
India and China were also conducted. 
The talks, held for the first time be- 
tween the two countries, were initiated 


by the Chinese Embassy and_ the 
Indian Ministry of Commerce and. 
Industry. 

Taiwan: Last week in Taipei, Tai- 


wan’s Legislative Yuan passed the first 
nine of the 23 articles governing 
foreign investments in Formosa based 
on the “free world’s principle of the 
open door.’ Among other things, the 
statute provides for the opening up of 
resources and potentialities of Formosa 
for international development and 
adequate protection for such foreign 
capital as may flow in. The Govern- 
ment rejected as “not realistic and 
business-minded”’ objections by some 
legislators that the new measure would 
jeopardise Nationalist sovereignty and 
give too much advantage to foreign 
interests in Formosa. Taiwan is get- 
ting more _ practical 
minded now. At least she knows 
where she _ stands. Taiwan is in a 
dilemma where to encourage and pro- 
tect foreign investment means loss of 
face and integrity and to reject such 
investment would mean depriving her- 


US Senate’ 


and business-. 


31 


self of further industrial development. 
Recently Taipei announced another 
ruling which requires that all out- 
going plane passengers from Taiwan 
will have to pay an additional 20 per 
cent defence tax on their tickets as 
from July 1. This measure is said to 
compensate for the difference between 
the official rate of exchange of the 
Taiwan currency and the free market 
which represents a 50 per cent devalua- 
tion of the value of the Taiwan dollar. 
Might not further improvement in the © 
control of granting of foreign exchange 


be more effective than this 20 percent 


on an air-ticket? 


Philippine Retail Business: Aliens 
in the Philippines are now obliged to 
obtain a permit to continue their shop 
business but it is expected that in 
most cases aliens, which means prac- 
tically only Chinese, will be allowed to 
carry on. After their death no licence 
will be issued to the heirs. This so- 
called nationalisation should _ bring 
about more haste in applications of 
Chinese to become Philippine citizens. 
The Filipinos have resented the do- 
minant position of Chinese in the re- 
tail trade particularly in Manila and 
the Phil. Government has long con- 
sidered taking the present nationalisa- 
tion steps. The matter is of course 
entirely an internal one for the Philip- 
pine Republic. However the Taiwan 
government has seen fit to _ protest 
against the legislation in the Philip- 


pines as Chinese interests are involved. 


These protests, while entirely ineffec- 
tual, have only further aroused anti- 
pathy among the Filipinos against the 
Chinese and it is expected that the 
often intemperate language used by 
some papers in Taipei could, if trans- 
lated into English and made public in 
Manila, lead to a deterioration in Sino- 
Philippine relations. Every Filipino is 
very conscious of the ‘oversea Chinese 
problem’ and most citizens feel that 
the Chinese in the Philippines have 
been treated with great patience and 
consideration. It is unwise from a 
Chinese point of view to try to inter- 
fere in Philippine affairs even if legis- 
lation should be drafted there which 
might lead to the reduction of Chinese 
business interests in that country. 
Aliens are guests and if they do not 
like to stay in the country of their 
choice they are free to leave it and 
the Chinese may return to China which 
is a very large country giving suffi- 
cient scope to the oversea Chinese in 
the Philippines if they find that coun 
try inhospitable. 3 


HONGKONG COMPANY 
INCORPORATIONS 


The following new private com- 
panies were incorporated during the 
week ended June 19, 1954:— 


Kong Tung Company, Limited— 
Merchants, exporters and importers; 
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SUMITOMO 


NEW YORK AGENCY: 
LONDON REPRESENTATIVE OFFICE: 
KARACHI REPRESENTATIVE OFFICE: Qamar House, Bunder Road, Karachi, Pakistan 


THE SUMITOMO BANK (CALIFORNIA) 


Head Office: 440 Montgomery Street, San Francisco 4, Calif., U.S.A. 
Branch: 101 South San Pedro Street, Los Angeles 12, Calif., U.S.A. 


World-wide Banking Services 


HEAD OFFICE: OSAKA, JAPAN 
1388 Branches throughout Japan 


OVERSEAS OFFICES 


AFFILIATED BANK 


149 Broadway, New York 6, N.Y., U.S.A. 
4 Copthall Court, London E.C.2, 


FAR EASTERN 


~ECONomIC Reviev 


England 


Nominal Capital, $200,000; Registered 
Office, Room No. 601, 16, Queen’s Road 
Central, Hongkong; : Subscribers—Kon 
Kun Wei, 47, Leighton Hill Road; Hong- 
kong, Merchant; Sze Chao Tung, 51, 


Leighton Hill Road, Hongkong, Mer- 
chant. 
China Travel Service (Hongkong) 


Limited—Carriers by land, air and sea; 
Nominal Capital, $500,000; Registered 
Office, No. 6, Queen’s Road Central, 
Victoria, Subscribers—Tso- Heng Mai, 
136, Kennedy Road, Hongkong, Mer- 


chant; Fong Yuen Mow, 127, Caine 
Road, Hongkong, Merchant. 
Pentacontinental Land Investment 


Company Limited—-To purchase, take 
on lease or in exchange, or hire or 
otherwise acquire any land and here- 
ditaments of any tenure; 
Capital, $5,000,000; Registered Office, 
50, Bonham Strand West, Victoria, 
Hongkong; Subscribers—Ma Kam Chan, 
15, Yuk Sau Street, Hongkong, Banker; 
Ma Kam Woon, 15, Yuk Sau Street, 
Hongkong, Banker; Ma Kam Chiu, 15, 
Yuk Sau Street, Hongkong, Banker; Ma 
Kam Li, 377, Queen’s Road East, Hong- 
kong, Banker; Ma Kam Ming, 15, Yuk 
Sau Street, Hongkong, Banker. 


Kwong Sun Hong, Limited—General 
merchants, importers and exporters; 
Nominal Capital, $1,000,000; Registered 
Office, No. 44, Bonham Strand West, 
Victoria; Subscribers—Foo Chi Hing, 


Nominal 


44, Bonham Strand West, Hongkong, 
Merchant; Cheng How Shun, 25, Ven- 
tris Terrace, Happy Valley, Hongkong, 
Merchant. 


George M. Lau (Hongkong) indian 
—Importers, exporters; Nominal Capi- 
tal, $500,000; Registered Office, Rooms 
Nos. 519-523, No. 9, Ice House Street, 
Victoria; Subscribers—George M. Lau, 
11, Wiltshire Road, Kowloon, Merchant; 
Lau Lum Woon Chun, 11, Wiltshire 
Road, Kowloon, Married Woman. 


The Security Shipping Company 
Limited—To purchase, charter, hire, 
build, or otherwise acquire steam and 
other launches, ships or vessels; No- 
minal Capital, $400,000; Registered 
Office, Room No. 24, Printing House, 
Duddell Street, Victoria, Hongkong; 
Subscribers—Frank Bladon_ Gill, 1B, 
Percival Street, Hongkong, Marine 
Surveyor; Donald Charles Symons, 11, 
Cameron Road, Kowloon, Merchant. 


Sheng Fung Company, Limited— 
General merchants, importers, expor- 
ters; Nominal Capital, $1,000,000; 
Registered Office, Rooms 502 & 504, Oi 
Kwan Building, Victoria; Subscribers— 
Chen Din Hwa, 41, Pottinger Street, 


Hongkong, Merchant: Yang Foo Ho, 41, 


Pottinger Street, Hongkong, Married 
Woman. 
The Consolidated Investors & 


Traders Company, Limited—To  pur- 
chase for investment or resale, and to 


traffic in land and house and _ other 
property of any tenure; Nominal Capi. 
tal, $5,000,000; Registered Office, 31A 
Printing House, No. 9, Duddell Street 
Victoria, Hongkong; Subscribers—Le« 
Tao Nan, 216, Telephone House, Hong 
kong, Merchant; Chang Huai Tuck, 216 
House, Hongkong, Mer 
chant. 


Yuen Tai and Company, Limited— 
Importers and Exporters; Nomina 
Capital, $3,000,000; Registered Office 
Rooms Nos. 212-213, Union Building 
Victoria, Hongkong; Subscribers—Wot 
Jen Jun, 32, Tien Kwong Road, Kow. 
loon, Merchant; T. S. Au, 111, Boun-. 
dary Street, Kowloon Tong, Kowloon 
Merchant. 


Yau Wing Company,  Limited— 
Financiers, capitalists, merchants; No- 
minal Capital, $1,000,000; Registerec 
Office, No. 152, Gloucester Road, Vic. 
toria, Hongkong; Subscribers—Fok 
Ying Tung, 11F, Blue Pool Road, Hong- 
kong, Merchant; Fung Kin Nei, 8 
Wood Road, Hongkong, Merchant. 
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CHARTERED BANK OF INDIA, 
AUSTRALIA & CHINA 


A new Branch of The Chartered Bank 


of India, Australia & China was open- 


ed at Aden Steamer Point on 14th June 
1954. 


Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review Ltd., 


at 322, Queen’s Building, Victoria,- Hongkong.—Telephone: 32429. 


Cables: Ficom. 


The Far Eastern Economic Review is pubdehes weekly and printed in Hongkong by the Graphic Press 


Ltd., 4, Queen’s Road, C. Tel, 367381. 


Annual subsaription rate: 


s 
$80. 
Price per single copy: $1.60 


Overseas $93 or £6.0.0 - or US$16.- 
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NATIONALE HANDELSBANK N 


Incorporated in the Netherlands. 
Established 1863. 


The liability of shareholders of the Company is limited 


Capital issued & fully paid up .............. Nfl. 33,000,000.- 
Reserve Funds » 38,200,000.- 
Head Office:— Amsterdam. 
Branches:—- 
Netherlands:— Sumatra:— Lombok:— 
The Hague Djambi Ampenan 
Rotterdam Medan Hongkong. 
AND Telok Betong 
| Djakarta 
TRUSTEES Tokio 
Sue . j rta Gambir Kobe 
G O LON Y Bandjermasin A 
AND THE Malang 
Pontianak 
FAR EAST Probolinggo , Singapore. 
<> Semarang Celebes:— Thailand 
HONGKONG AND SHANGHAI BANK Soerabaia ae Bangkok 
Representatives in London and New York. 
: HONGKONG (TRUSTEE) LIMITED | Correspondents eee the world. 
Corpo Canada:— 
The Trust of 
THE The Mercantile Bank of Canada, somrary | 
HONGKONG AND SHANGHAI BANKING CORPORATION 
H. Sardeman, 
HONG KONG Manager. 


HONGKONG TRANSPORTAT ION CO., LT ID). 


MARINA HOUSE, HONGKONG. 
CABLES: HONTRANCO 


MOLASSES INSTALLATION SHIPYARD 
SHAN TSENG ."'s NGAU CHI WAN 
IMPORTERS EXPORTERS OF MOLASSES IN 


BULK 


ano LIGHTER OWNERS) 


BUILDERS OF STEEL BARGES FOR ALL 
PURPOSES PIPELINES ETC. REPAIRS. 


° s * 


OFFICES AND AGENTS: SINGAPORE ¢ 


TUG OCEAN TOWING 


BANGKOK £=TOKYO 


| 
ae 4,8 | 

| 

| 

| | | 
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EXPERIENCE AT YOUR SERVICE 


50 
To 


SOUTH AFRICA 


| SOUTH AMERICA JV. V. 


Regular Monthly Fast Express Service by our well-known vessels 
BOISSEVAIN, RUYS, TEGELBERG etc. 


BRITISH EAST AFRICA 
SOUTH AFRICA Vv. 


Regular Monthly Service © 
Accepting ‘Transhipment Cargo on Through Bills of Lading 


#3 
3 West African Destinations 
| 


To 
SINGAPORE AND INDONESIA 


Regular Fast Service by Our New Comfortable Vessels 
TJIWANGI/TJILUWAH every 2nd and 16th of each month. 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartments available | 


To | 
JAPAN AND INDONESIA 
( including BALI) 


Special Holiday Roundtrip Fares 


Agents for 
HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 
AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28015/19. Hong Kong 


EVERYONE'S 
TALKING ABOUT 


It doubles your choice of service to Europe! 
You choose from either de luxe PRESIDENT 
service or thrifty RAINBOW service 
aboard the same big Super-6 Clipper* 


If you choose PRESIDENT service, you 
enjoy the very finest in luxury travel! 
Sleeperette* seats, superb meals, fine 
wine, courteous cabin service. 


24, 
If you choose RAINBOW service, you enjoy © 
the very finest in tourist travel! Big, com- 
fortable reclining seats, delicious 

_ meals at no extra charge, courteous 
cabin service. 


Now on Su nt Cli liane to Beirut, Rome <a Paris. On 
double-decked “Strato” Clippers to the U.S.A. from 
Manila (connecting Clippers Hong Kong to Manila). 


For reservations, call your Travel Agent or 
Alexandra House, Phone 37031, Hong Kong 
Peninsula Hotel, Phone 57694, Kowloon 


*Trade-Marks, Pan American World Airways, Ine. 


mericen World Airwave, Iie. De 
PAN AMERICAN 


in the State of New York, 
P, S. Now—fly The Rainbow Round the World for only $1366.60 


U.S.A., with limited liaJility 
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JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 


HONG KONG | 
HONGKONG & SHANGHAI BANK 7: 
BUILDING HONG KONG, CHINA, JAPAN | 
| TAIWAN & KOREA | 
HONG KONG Importers and Exporters, | 
Tea and General Merchants, 
P.O. Box No. 36 Telephone No. 28021 ‘Insurance, Shipping and 
Air Transport 
Importers, Exporters, Shipping and 
Refrigeration The Indo-China Steam Navigation Co., Ltd. 
Engineers, Office Equipment Experts, The Australia China Line 
: Wines and Spirits Stockists, Suppliers The Hong Kong Fire Insurance Co., Ltd. 
| of Ships’ Paints, Provisions and Jardine Aircraft Maintenance Co., Ltd. 
Pharmaceuticals. 
GENERAL AGENTS: 
: | | Lombard Insurance Co., Limited 
HEAD OFFICE: : British Overseas Airways Corporation 
24, ST. MARY AXE, LONDON, E.C.3 a 
Glen Line Limited 
BRANCHES: Royal Mail Lines Limited 
Prince Line Limited 
a HONG KONG MANILA iss Western Canada Steamships Co., Ltd. 
TOKYO NEW YORK Pacific Transport Lines, Inc. 
| | Furness, Withy & Co., Ltd. | 
n YOKOHAMA VANCOUVER The Union-Castle Mail Steamship Co., Ltd. 
‘ NAGOYA COLOMBO Alliance Assurance Co., Ltd. 
Atlas Assurance Co., Ltd. 
KOBE CANTON’ Queensland Insurance Co., Ltd. 
OSAKA FOOCHOW’ Bankers and Traders Insurance Co., Ltd. 
. Triton Insurance Co., Ltd. 
Ine. * Business temporarily suspended. Thistle Insurance Co., Ltd. 
The Legal Insurance Co., Ltd. 
Economic Insurance Co., Ltd. | 
| SUBSIDIARIES :— “The Employers’ Liability Assurance Corp., Ltd. 
3 The Merchants’ Marine Insurance Co., Ltd. 
«3 Dodsal Limited, Bombay. Hong Kong Airways Limited 
|| Dodwell & Co., (Aust.) Pty. Ltd., Australia. eos 
6.60 | 


Dodwell & Co. (East Africa) Ltd., Nairobi, 


Kenya. 


Gardner Diesel Engines, Lid., Vancouver 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 


No. 1 
| 
| 
F 
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HONG KONG EASTERN SHIPPING 
COMPANY, LIMITED 


The Eastern Shipping Corporation Ltd. Bombay 
For Freight & Further Particulars . 


Please apply to: States Marine Corporation, New York . 


MAER S K LI NE Shipowners, Shipping Agents & Brokers 
it 
Managed by “Caxton House”, 2nd floor, 1 Duddell Street, Hongkong "i 
A.P. MOLLER, COPENHAGEN ) Telephone: 27751 — All Departments. | aa 
General Agents U.S.A. 
MOLLER STEAMSHIP COMPANY INC., | Cable Address: 
NEW YORK | “RYMAC” HONG KONG The B 
Fast Fortnightly Sailings To: | C. B. 
NEW YORK, BOSTON, BALTIMORE & | 
PHILADELPHIA | | 
Th 
JAPAN, SAN FRANCISCO, LOS ANGELES & JAPAN: Tokyo, Kobe, Osaka and Yokohama 
| PANAMA AUSTRALIA: Sydney 
M.S. “TREIN MAERSK” .... .... .... Jaly | 8 CEYLO 
M.S. “ANNA MAERSK”? July 17 1 Representatives cma 
M.S. “PETER MAERSK” __ .... .... Aug. 2 HOLME RINGER & COMPANY LTD. JAPAN: DJAWA 
Accepting Transhipment Cargo on — MOJI, NAGASAKI, KURE, TOKYUYAMA., Dia 
Bills of Lading for Central and South | YAWATA. TS BP os 
America, Caribbean and Gulf Ports. : | » SSURUMI, SASEBO ae 
Special Strongroom Compartments & Cable Address: Holringer-Japan | Par 
Refrigerated Cargo Space. HOLME RINGER & COMPANY LTD. KOREA: ~— ft "Hon 
° PUSAN, INCHON, AND SEOUL. | Kow 
Arrivals from U.S.A. | Cable Address: Ringer-Pusan INDIA. 
M.S. “CORNELIUS MAERSK” .... .... July 9 | COVE & BEECHAM, LTD. — LONDON by 
| | Cable Address: Emgesco London. 
Sailings to India, Pakistan & P. Gulf 
M.S. “MATHILDE MAERSK” .... .... July 7 : 
M.S. “EMILIE MAERSK” .... .... ... Aug. 7 Managers: 
| RYMO PANAMA, S. A. 
Arrivals from Persian Gulf & India : 
M.S. “KIRSTEN MAERSK” .... _... .... July 10 
M.S. “AGNETE MAERSK” .... .... .... Aug. 2 | Shipping Agents: 
Sailings ba Djal ' Semaran g, | Eastern Mining & Metals Co., Ltd. 
Sourabaya, Macassar & Balik | Osaka Shosen Kaisha, Japan 
Papan via Manila | Kansai Kisen Kaisha, Japan 
M.S. “VIBEKE MAERSK” .... .... .... July 11 _ The Scindia Steam Nav. Co., Ltd.. Bombay 
M.S. “HERTA MAERSK” .... .... .... July 31 
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